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PEEFACK 


The welfare of the community is largely dependent upon the 
prosperity of our banking institutions, and as they have some- 
what altered their character during the last thirty years, the 
subject of Bank Book-keeping becomes of great importance, 
because without a good system of accounts it would be impos- 
sible to carry out the present method of banking. 

For example, in 1878 there were 336 Private and Joint Stock 
Banks with 1789 branches, but in 1908 the number of Banks was 
reduced to 84 with 5072 branches. 

This large increase in branch offices requires perfect super- 
vision which only can be effected by means of an uniform system 
of accounts. 

The author has endeavoured to follow the advice of an old 
writer on book-keeping who stated “ that an elaborate treatise- 
tends rather to perplex than inform the uninitiated, and is there- 
fore but ill adapted to the wants of beginners,” and “ to reject all 
useless repetitions, all unnecessary technicalities whether of the 
form, classification or combination of entries 

A complete set of Bank accounts has been given showing 
the various entries in the books, when a sum of money is paid in 
for a customer’s credit. 

It is therefore possible to follow the entries from the Cash 
Book to the General Ledger, the liabilities being to that extent 
increased, on the other hand the assets would show a corre- 
sponding amount in the shape of coin, notes or cheques. 

Book-keeping should always be of a simple character, so that 
the financial position of any company can easily be ascertained. 

This is of great importance at the present day in consequence 
of the enormous growth of Joint Stock Companies ; it has been 
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found necessary to give the Auditor increased powers of super- 
vision, and his work is considerably lessened if the accounts 
are perfectly intelligible. 

An outline on the theory and practice of accounts has been 
given, since it is essential that every Bank official should under- 
stand the principles of book-keeping and be able to read a balance 
sheet. 

Examples of examination papers and various balance state- 
ments are appended, which if carefully studied will prove of 
some value. 

The author trusts that the book may be of some service to 
the banking profession, especially to candidates for the Institute 
of Bankers’ Examinations. 

He wishes to express his sincere thanks to Mr. Henry Hill 
for his valuable ^ assistance in the preparation of the Bank 
Accounts. 
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INTRODUCTION. 

Book-keeping may be defined as a acientifio method for recording a 
true statement of accounts, whether of a public or private character, in 
a systematic manner so that the results shown may be verified as 
coriect. 

This method is carried out by means of a series of books which 
record the daily transactions in such a manner so that the financial 
position can easily be ascertained by reference to the same. 

From such books a statement may be prepared showing whether 
a business is carried on at a profit or loss, and also what are the a-sets 
and liabilities. 

Assets may be defined as the stock in trade or the entire property 
of a firm before the liabilities have been deducted ; the balance remain- 
ing when this deduction has been made is called the net capital. 

The asset! may be in various forms, such as cash, stock, debts 
owing on bills of exchange or amounts due from various persons, whilst 
the liabilities may consist of debts owing to the firm, or individuals 
known as creditors, or of bills of exchange given in exchange for goods 
purchased, or other purposes. 

A complete record of such transactions is necessary, and at the 
present time of great importance in consequence of the enormous 
growth of Joint Stock Companies with a large number of shareholders 
who are entitled by Acts of Parliament to have accounts produced in a 
systematic manner, so that the public official known as an Auditor 
may protect their interests by verifying the statements in accordance 
with the Companies Acts. 

Commercial undertakings are carried on by the aid of capital, 
which has been defined as the result of labour and abstinence destined 
to be employed productively. 
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There are two forms of capital which are the basis of all transac- 
tions whether of a mercantile or banking character, viz.^ circulating and 
fixed. The first named is so designated because it fulfils the whole of its 
office in the production in which it is engaged by a single use. 

For example, cash in hand or deposited in a Bank, Stocks and 
Shares which can be easily sold in the market. Bills of Exchange 
realisable in the discount market, Book Debts and Stock in Trade. 

Capital is designated as fixed when the return is spread over a 
series of years. In this category would be Capital invested in Land, 
Buildings, Machinery and Sundry Investments not marketable although 
possessing value. 

Commercial transactions consist largely in the purchase and sale 
of goods, and as the result of such dealings there are two distinct 
forms of accounts, viz.^ debtor and creditor, so that the buyer is a 
debtor to the seller, and at the same time the seller becomes a creditor 
of the buyer. 

As such accounts are usually based upon money a record must be 
made of all cash received and paid on the sale or purchase of goods, 
and the book known as a Ledger gives a complete record of all debtois 
and creditors, showing the amounts due or from such persons. 

The results obtained by the sale or purchase of goods are set forth 
in a statement which is a record of gains and losses. 

There are three methods for showing such transactions and are 
called respectively 

Single Entry. 

Double Entry. 

The Single and Double Entry combined. 
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The first method only records the entries relating to business 
transactions once, and that in an incomplete manner. It is useful for 
a small retail business. 

This system only refers to personal accounts, viz., who are the 
debtors and creditors of the firm, without reference to the charges and 
other incidental expenses which form a part of every business. Again 
there is no effectual check on the various entries made in the books. 

If there have been omissions in the Charges, there is con- 
siderable difficulty in finding out the discrepancies. 

The Cash Book shows all the amounts of cash received during 
a given period, and would be in the following form : — 


CASH ACCOUNT. 

Dr. Cb. 


Receipts. 

Payments. 

1000. 


£ 

s. 

d. 

1900. 


£ 

s. 

d. 

Jan. 1 

Carr & Co. . 

1 

16 

0 

Jan. 2 

Wages 

5 

0 

0 

n 5 

F. Jones . 

30 

0 

0 

„ 6 

Private Expenses 

7 

0 

0 

.. 6 





» 9 

Office Furniture 

15 

0 

0 







Balance . 

4 

16 

0 



31 

IG 

0 



31 


0 


Balance 

4 

1C 

0 







From the various entries in the Ledger, a statement can be 
obtained showing the financial position of the trader at any particular 
period. 

The balances are taken from the Ledger and a Balance Sheet 
prepared in the following form 



Liabilities. | 


Assets. 



£ s. d. 


£ ;s. 

d. 

G. Smitb . 

. . 20 0 0 

F. Jones . 

. . 6 0 

0 

Capital . 

. . 90 16 0 

Cash , 

. . 4 16 

0 



Goods , 

. . 100 0 

0 


£110 16 0 


£110 16 

0 


It will be noticed the value of the trader’s stock in trade on hand, 
viz., £100, is added, and the balance of this account, viz., £90 IGs., 
represents his capital 
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The books required for the single entry system would be as 
follows 

The Day Book. 

The Ledger. 

The Cash Book. 

The Day Book is a statement of goods sold, and also an account 
of cash received in payment. It w'ould be in the following form 


January 1, 1900. 


Ledger Fo. 

Carr & Co., Dr. 

36 yards Cotton @1/- 

£ 

1 

s. 

16 

d. 

0 


P. Jones, Dr. 

120 yards Silk @6/- 

3C 

0 

0 


Calvin & Co., Dr. 

10 yards Tapestry @3/- 

1 

10 

0 


G. Smith, Cr. 

100 yards Silk hot. @4/- .... 

20 

0 

0 


Carr & Co., Cr. 

Cash received 

1 

16 

0 


F. Jones, 

Cash paid 

30 

0 

0 


The Ledger records the various entries in the Day Book, and 
every entry must be carefully posted. The following is an example 
of the posting from the Day Book into the Ledger : — 


CARll & CO. 



The Profit and Loss Account is a statement showing the result 
of trading for a given period. 

It records all the gains on goods sold, and also what are designated 
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losses, viz., the various charges incurred in carrying on any particular 
business. 

• The account would be as follows : — 


PROFIT AND LOSS ACCOUNT. 

Dr. Or. 


losses. 

Gains. 

1900. 


£ 

1 

s. 

d. 



£ 

s. 

d. 

Jan. 2 

Wages 

5 

! 0 

0 


Discounts 

2 

0 

0 


Private Ex- 





Commission . 

10 

0 

0 


peases . 

7 

0 

0 


Goods 

100 

0 

0 


Bates 

3 

0 

0 







Rent 

30 

0 

0 







Capital . 

67 

0 

0 








112 

0 

0 



112 

0 

0 


It will be noticed that as the result of trading there has been 
a net gain of £ 67 , and this sum must be transferred to the trader s 
Capitijil x\ccount in the Ledger as follows : — 


CAPITAL ACCOUNT. 

Dr. Or. 


1900. 


£ 

s. 

d. 

1900. 


£ 

8 . 

d. 

Jan. 1 

To Cash 

7 

0 

0 

Jan. 1 

By Cash 

500 

0 

0 


Balance . 

560 

0 

0 

June 30 

Profit & Loss 










Account 

67 

0 

0 



567 

1 0 

0 



567 

0 

0 







By Balance 

660 

0 

0 


The Double Entry System is so called because every transaction 
is entered twice in the Ledger. 

For example, if goods are sold for cash, the Goods Account in the 
Ledger is credited, and the Cash Account debited. When the totals 
of all the accounts in the Ledger are taken, they should balance if the 
entries are correct, and the value of all purchases and sales with the 
profit or loss realised is easily jascertained. 

This is illustrated in the Profit and Loss Account which is an 
account in the Ledger. 

An exact statement of the business is shown by the agreement of 
two distinct balances, viz., the balance of Capital Account, and the 
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Balance Sheet or Statement. The latter is not an account, but simply 
a statement showing the liabilities on the left-hand side of the account 
and the assets on the right-hand side. 

When books are kept on the double entry system the following 
rule must never be forgotten, viz . : — 

That every credit entry requires a corresponding debit entry, 
and vice vend. Thus if I buy goods of Brown & Co. for £100, 
their account is credited in the Ledger and the account of Goods 
debited. 

Again, if I receive of Brown & Co. £100, their account is credited 
and Cash Account debited. 

The, balances of the various accounts must agree, because if I 
receive £100 from Brown & Co., their account is credited and Cash 
Account debited, and the debtor and creditor balances of each is 
£ 100 . 

The Ledger accounts are as follows 


Dr. brown k CO. Cu. 

To Balance . . . £100 | By Goods . . . £100 

Dr. goods account. Cr. 

To Brown & Co. . . £100 | By Balance , . . £100 


Debtor accounts consequently are those which are indebted to 
the firm, and creditor accounts those to whom the firm is indebted. 

Again, what appears to the debit side of your Ledger will appear to 
the credit in the books of the person with whom you transact business ; 
this is easily understood if you can imagine yourself to be in the 
position of your creditor. 

The receiver of an amount is called the debtor, and the giver of 
the amount the creditor ; for example, I buy goods of Brown & Co. for 
£100, they are creditors of mine for that amount, and vice versd, if 
I sell goods to Thomson & Co., they are my debtors for said sum. 

The third method may be defined as the double entry system, 
but without the use of the Journal. 

In this system there are two entries for each transaction, but 
total rather than specific amounts are recorded, 

Therq are only three books required for this system, viz . : — 

Cash Boot 

Day Book. 

Ledger. 
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The various entries in the Cash Book are not all posted in the 
Ledger, Charges for example being posted in the Day Book. ^ This 
book is not journalised, and is in reality a Ledger, because it 
shows cash paid into a Bank, as well as the balance of cash in 
hand. 

The Day Book is a combination of the Journal and Ledger, and is 
also a Profit and Loss Account, because by deducting the amount of 
charges, the profit from the business can be ascertained. 

The Ledger contains some of the Impersonal Accounts, but 
excludes Profit and Loss, Charges and Cash. 

The Day Book would be in the following form 


Ledger 

Folio. 

Particulars. 

Charges. 

Daily 

Transactions. 

Totals 


J. M. Brown 

Charges 

Sundry \ 
Work / 
Office 1 
Salaries/ 

1 

£ 

10 

B. 

0 

d. 

0 

£ 

5 

s. 

0 

d. 

0 

£ 

5 

B. 

0 

d. 

0 


This book could also show the particulars of goods sold, and also 
the amounts received for services rendered as follows 


DAY BOOK. 


Total Amount. 

Ledger 

Folio 

Paiticulars. 

Debits for 
Goods Sold. 

Debits for 
Services 
Rendered. 

£ 

s. 

d. 


Jan. 1. ’ 

£ 

8 . 

a. 

£ 


d. 





F. Evans, Particulars . 

5 

0 

0 






W. Jones, Particulars . 

2 

10 

0 




14 

10 

0 


W. Martin . 



7 ' 

0 

0 





Jan. 2. 







300 

0 

0 


Sundries 

200 

0 

0 

100 

0 

0 

314 

10 

1 



Sales Account, Creditor 

207 

10 

i 0 



; 

0 


P. and L., Cr. 



107 

0 

0 


Again the various oharg&s could be shown in the Bought or Sales 
Book without the use of a Journal as follows 
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BOUGHT BOOK. 


Date. 

Goods, Dr. 

Quantity 

Pieces. 

Yards 

Charges, 

Dr. 

Fo. 



1900. 




£ 

s. 

d, 


£ 

s. 

d. 

£ 

s. 

1. 

Jao. 1 

To W. Evans . 







200 

0 

0 

200 

0 

0 


Cash Charges 



10 

0 

0 









(Cash Book) 



— 

— 

— 





— 

— 

— 

Mar. 31 











200 

0 

0 


To Profit . 










10 

0 

0 


Private Ledger . 










21 

0 

0 


To Stock for Balance 










231 

0 

0 


Sales Book on hand 







50 

0 

0 

60 

1 

0 

L 

0 


SALES BOOK. 


Date. 


Quantity 

Pieces. 

1 

Yards 

Charges, 

Cr. 






1900. 




£ 

s. 

1 

d. 


£ 

s. 

d. 

£ 

8. 

d. 

Jan. 1 

By F. Jones . . 

(Ledger) 







180 

0 

0 

180 

0 

0 











180 

0 

0 

By F. Jones, 


Interest . 



1 

0 

0 












— 

_ 

— 





1 

0 

0 

Mar. 31 

By Stock on hand 














carried to Bought 
Book . 



• 







50 

0 

0 









i 



231 

0 

0 


The amount of goods, quantities and charges in both Bought and 
Sales Books are to be added up and carried forward until the books 
are balanced. 

It may be necessary to use a great number of books, but the final 
results are shown in one, viz., the Ledger. 

Every business requires its own special forms ; for example, the 
accounts of a large Railway Company would be entirely different from 
that of a Manufacturing Company, or a large Co-operative store from 
that of a Bank ; it must, however, be always remembered that books 
are utilised for the purpose of recording facts in a simple form. 
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THE THREE PRINCIPAL BOOKS OF ACCOUNTS. 

We have described three methods by which a stitemeut can be obtained 
showing how results are obtained from trading, and have noticed that 
in the case of single entry certain books are required for recording such 
transactions; there are, however, three principal books of account 
which require to be considered separately, because they are indispens- 
able for the system of double entry. 

These books are 

The Journal. 

The Cash Book. 

The Ledger. 

In addition to the al)ove mentioned there are other subsidiary books 
which are required, but the transactions entered therein must in some 
shape or other be recorded in one or more of the principal ones. 

The Journal is a daily register of commercial dealings, the entries 
being classified for transfer into the Ledger ; it is in fact a posting 
medium and simplifies the Ledger entries. 

The Journal shows clearly what accounts should be credited or 
debited in the Ledger, and was originally the Day Book, but the latter 
is now superseded by the Cash, Bought, Sold and Bill Books. 

The following form will show how the entries are recorded in the 
Journal : — 


( 9 ) 
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^ Cb. 


fFo. 

1900. 



£ 

8 . 

d. 

£ 

8 . 

d. 


Jan, 1 

Cash . 

. Dr, 

500 

0 

0 






To Stock 





500 

0 

0 


2 

Silk . . . 

. Dr. 

100 

0 

0 






To Stock 





100 

0 

0 


„ 6 

Wool . . . 

. Dr. 

50 

0 

0 






To Cash 





50 

0 

0 


„ 16 

W. Jones . 

. Dr. 

20 

0 

0 






To Stock 





20 

0 

0 


„ 20 

Cash . 

. Dr. 

30 

0 

0 






To W, Brown 





30 

0 

0 


22 

House Expenses 

’. Dr.' 

10 

0 

0 






To Cash 


i 



10 

0 

0 


„ 25 

Rent . 

*. Dr! 

20 1 

0 

0 






To Cash 





20 

0 

0 


„ 30 

Office Furniture 

*. Dr! 

5 

0 

0 






To Cash 





5 

0 

0 


.. 31 

W. Evans . 

'. Dr! 

20 

0 

0 






To Wool . 

• ‘ 




20 

0 

0 




1 

755 

0 

0 

755 

0 

0 


It will be seen that a double entry is made in the Ledger under the 
respective headings as stated in the Journal, and that every entry 
begins with a debit. 

An Italian teacher, Lucas de Burgo (1495), was the author of a 
treatise on book-keeping by double entry, and it is desirable to show 
the old method of joarnalisiiig in comparison with the present system. 


ITALIAN JOURNAL. 


Folio. 

Jan. 1. 

Cash— Dr, to Sundries 

To W. Jones .... 

„ W. Evans 

£ 

30 

20 

8. 

0 

0 

d. 

0 

0 

£ s. 

50 0 

d. 

0 

Drs. Crs. 

1 

7 

9 


Jan, 9. 







Sugar per Duke—Dx. to Sundries 1 






20 

To Freight Account . . ! 

10 

0 

0 




„ Lighterage . . . ’ 

1 

10 

0 






— 

— 

11 10 

0 

10 

„ W. Smith for Brokerage . 




2 10 

0 

3 

„ Charges Account 




1 0 

0 

6 

„ Commission Account 




7 0 

0 






22 0 

0 


Jan. 20. 






27 

Wines Account— Cr. by Sundries 






16 

By W. Brown 

80 

0 

0 



10 

Balance 

|10 

0 

0 

40 0 

1 

0 
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MODERN JOURNAL. 


Jau. 1. 

£ 

s. 

d. 

£ 

s.' 

d. 

Cash Dr. 

60 

0 

0 




To W. Jones. 




30 

0 

0 

„ W. Evans 




20 

0 

0 

Jan. 9. 







Freight per Diile . . Dr. 

22 

0 

0 




To Freight Account, 







For Freight £10 0 0 







„ Lighterage 1 10 0 











11 

10 

0 

To W. Smith for Brokerage. 




2 

10 

0 

„ Charges Account . 




1 

0 

0 

„ Commission Account . 




7 

0 

0 

Jan. 20. 







W. Brown . . . , Dr. 

30 

0 

0 




Balance Account 

10 

1 0 

0 




To Wine Account . 


i 

! 


40 

0 

0 


On comparison we notice that the Italian method does not separate 
the debits from the credits ; some difficulty is experienced in distin- 
guishing them, and there is also the possibility of the entries being 
wrongly posted in the Ledger. 

Sometimes it is found convenient to use the Journal for a summary 
of the Day Book transactions, and also for the purpose of economising 
space in the Ledger. 

The Journal is, however, important for two transactions which must 
not be forgotten, viz. for opening and closing entries. When a merchant 
starts a business we assume that he is in possession of certain assets, 
which we designate as his capital. These assets or effects are shown 
in the Journal. 

At the end of six or twelve months, he wishes to ascertain his pro- 
fits or losses for that particular period; the Journal is again utilised for 
what is known as closing entries. 

We will give illustrations of the two forms of entries. 
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OPENING ENTRIES. 

Dr. Cb. 


1900. 




£ 

s. 

d. 

£ 

s. 

d. 

Jan. 1 

Bank .... 



800 

0 

JO 





Cash at Office . 



62 

0 

0 





Goods . . . 



300 

0 

0 





F. Evans . . , 



40 

0 

0 





Jones & Go. . , 



20 

0 

0 





C. Smith . . . 



10 

0 

0 





To F. Robinson . 






60 

0 

0 


„ Brown & Co. . 






10 

0 

0 


„ E. Elkins 






86 

10 

0 


„ A. Scott . 

„ Capital Account 


} 




1,126 

10 

0 





1,222 

0 

0 

1,222 j 

0 

0 


From this statement we notice that A. Scott has various assets, 
amounting to £1,222, but as he owes to sundry persons the sum of 
£96 10s., the net amount of his capital is £1,125. 


CLOSING ENTRIES. 


Profit and Loss Account . 
To Interest Account , 

Dr. 

£ 

6 

s. 

16 

d. 

0 

£ 

6 

B. 

15 

d. 

0 

Profit and Loss Account . Dr. 
To Trade Expenses Account 

70 

15 

0 

70 

15 

0 

Profit and Loss Account . 
To Bad Debts Account . 

Dr. 

• 

60 

0 

0 

60 

0 

0 

Goods Account . . .Dr. 

To Profit and Loss Account . 

500 

0 

0 

600 

0 

0 

Discount Account . . Dr. 

To Profit apd Loss Account . 

3 

10 

0 

3 

10 

0 

Profit and Loss Account . 
To Capital Account . 

Dr. 

160 

0 

0 

160 

0 

0 



790 

0 

0 

790 

0 

0 
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This statement shows the differences of subsidiary Profit and 
Loss Accounts, which are transferred to the general Profit and Loss 
Accounts, and also the transactions on Capital Account, the balance 
being transferred to the Capital Account. 

Errors can be rectified by means of the Journal ; for example, if 
a customer has been debited with £50 instead of £150, the entry 
would be 

W. Jones, Dr. to P. Evans . £100. 

Ill the same manner if a wrong account has been credited, the 
mistake is adjusted by debiting the said account and crediting the 
c )rrect one by means of a Journal entry. 


The Cash Book. 

This bock is a record of all cash transactions, and may be a Ledger 
Account ; but if kept separately, the balance must be taken into account^ 
or else the Ledger balances would not agree. 

The following transactions have occurred during a month 


1900. 
Apl. 1 

Paid into Bank .... 




£ 

400 

s. 

0 

d. 

0 

H 6 

„ Cash for Cheque Book . 




0 

2 

1 

M 10 

Sent Jones & Co. Cheque 




40 

10 

0 

„ 12 

Received Cheque from J. Brown . 




20 

0 

0 


Sold Goods for Cash 




5 

0 

0 

„ 15 

Paid Wages in Cash 




15 

0 

0 

M 20 

Received Cheque from E. Robinson 




80 

15 

0 


Paid into Bank .... 




10 

5 

0 


Sent Jones & Co, Cheque 




5 

0 

0 


Drew Cheque for Cash . 




3 

15 

0 

30 

Paid Rent by Cheque . . , 




15 

0 

0 


„ Gas Co 




2 

10 

0 


Cash Sales during Month . • 




62 

0 

0 
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The entries are posted in the Cash Book as follows : — 


CASH BOOK. 


Dr. 


Cr. 



A subsidiary book is sometimes kept, called the Petty Cash Book, 
which is a record of disbursements for various expenses which are 
incidental to every business. 

The usual method is known as the Imprest System, which means 
that a certain sum is advanced to the Petty Cash Book keeper, and at 
the end of a given per.od, the amount disbursed is refunded to him. 
By this means the cashier is a permanent debtor in the Private Ledger 
for the sum advanced. ' 



PETTY CASH BOOK. 
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li 

M 

d. 

0 

o 

tn ** 




Ledger Headings. 

Petties. 

'6 






Postages 

and 

Telegrams. 

rd O O 

O 

S. 

5 

10 

iti 

£ 

0 

0 

O 

Analysis of Cash Paid. 

Stationery. 

ro O 

O 

DO O 

O 


«5 

tc 

c 

% 

d. 

0 

O 

s. 

10 

o 

£ 

0 

o 

Carriage. 

ri 1 

O 

« ^ 



o 

Total 
Cash Paid. 

0 

0 

0 

0 

0 

0 

•p 

o o 


8. 

15 

5 

10 

0 

10 

0 

o o 


£ 

0 

0 

0 

6 

0 

2 

9 

20 


Voucher 

No, 

- 

Paiticulars. 

To Cash Imprest 

By Poster & Co. 

„ Telegrams . 

„ Postages 

„ Evans & Co. 

„ Travelling Expenses . 

„ Purchases — Oil . 

Monthly Total . , 

By Balance . , 

To Balance. 

Date. 

1900. 
Jan. 1 

Cash 

Beceived. 

■do o 

o 

o 

s. 

0 

0 

o 

o 

£ 

20 

9 


a 


16 
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It will be noticed that Cash Account is debited for all money 
received, for example, a cheque received from E. Robinson, £30 15s. 
Cash is Debtor, and similarly for all payments Cash Account is 
credited. 

The specimen Cash Book shows a separate column for money 
paid in or drawn from the Bank ; this is desirable, because it verifies 
the entries in the Bank Pass Book ; when a cheque is drawn for the 
purpose of obtaining cash, the Bank’s account is credited and the 
amount debited ; for example, the amount of £3 15s. appears on both 
sides of the Cash Book. 

Another column is sometimes provided in the Cash Book for sums 
received or allowed as discount, but the amount actually received or 
paid must be entered in the cash received or paid columns. 

The balance of the Discount Account is subse juently carried to 
the Profit and Loss Account. 

The following is a specimen Cash Book with the necessary columns 
for showing Discount transactions. 



THE THREE PRINCIPAL BOOKS OF ACCOUNTS. 


17 



2 


Feb. 1 „ Balance . . , I I 513 
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The Gash Book is an important one when the accounts of a charit- 
able institution are recorded ; in such a case it is desirable to subdivide 
it as follows - 

(1) Petty Cash Book. 

(2) Daily Cash Book. 

(3) Monthly Abstract. 

The Daily Cash Book can be used to analyse the various amounts 
received and credited to the Institution Account, and also to show the 
expenditure in a similar manner. The accounts at the end of a given 
period would bo as follows 

INSTITUTION ACCOUNT. 

Dn. Cb. 


To Investments 

1,000 

By Balance . 

100 

„ Current Expenses 

6,000 

„ Bequests . 

1,600 

„ Balance . 

6,600 

„ Income 

. 10,000 


£11,600 


£11,600 


"i l^y Balance. 

In connection with the Cash Account, it is sometimes necessary to 
prepare what is known as a Reconciliation Statement ; because when a 
number of cheques are drawn, some of them might not be presented 
for payment. When this occurs the Bank and the Cash Account do 
not agree. For example 


Balance in Bank Book £*')00 

Less Cheques not Presented for Payment .... 50 

Balance of Cash Book £450 


In a similar manner when cheques are not paid into the account 
at the Bank the two accounts would not agree, although it is desirable 
to present them for payment within twenty-four hours from the date 
of their receipt* 

The Ledgeb. 

The Ledger is the principal book and is a record of all the various 
accounts, either personal or impersonal, and from the same can be ob- 
tained a complete statement of the financial position of any firm, 
company or individual, providing all the entries have been properly 
made. 
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The Ledger is generally ruled as follows 


Dr. W. EVANS. Or. 


Particulars. 

Fo. 

Amount. 

Date. 

Particulars. 

Fo. 

Amount. 



£ 

s. 

d. 




£ 

s. 

d. 


In order to show monthly totals it is desirable to have double 
money columns, so that at the end of each month the total of the 
inner column can be carried to the outer one, as follows 


WILLIAM JONES. 

Dr. Ob. 



The accounts in the Ledger consist of a series of debtor and creditor 
statements ; thus, if goods are purchased by Wm. Jones from Wm. 
Evans for £45 he is a debtor to the latter. The necessary entry is 
made in the Ledger showing the transaction. 

In order to condense the entries the Journal is sometimes utilised, 
ao that only the totals of certain accounts are carried into the Ledger. 

It may be desirable to have a series of Ledgers for the requirements 
of a large business ; for example, a Bought Ledger would be the record 
of all goods purchased, and in a similar manner a Sold Ledger would 
give particulars of goods sold. 

At the end of the half-year, if all the entries have been correctly 
posted, it will be found that the totals of the debit entries will agree 
with the totals of the credit entries. 
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It is advantageous to post, or enter, daily from the Journal or 
Day Book into the Ledger, because possibly the necessary entries may 
be overlooked ; again, the entries should give full particulars, in order 
to avoid refei'ence to the Journal. 

When the entries are made from the Day Book or Journal into 
the Ledger, it is usual to insert the number of the page or folio of the 
latter in the column provided for the same ; this is done in order to 
show that the entries have been actually posted from one book into 
the other. 

We have already stated that the Ledgers might be divided into 
the Bought and Sales Ledgers, and at the end of a given period they 
are balanced against the totals of subsidiary books, which will be 
subsequently described. 

For example, the sales during the month may be £1,500, and 
from this amount various deductions are made as follows > 


£1,500 

Goods returned . . .... £100 

Cash received from Debtors as iier Cash Book . . 300 

Discounts as per Cash Book 20 

Bills Receivable . 100 

620 

Balance of Sales Ledger ,•£080 


The Cash Book may be treated as a Subsidiary Ledger if the 
monthly totals are passed through by means of a Journal entry, and 
the totals carried into the Private or General Ledger as follows 




£ 

8 . 

d. 

£ 

8 . 

d. 

Messrs. Jones & Co. . . Dr. 


1,000 

0 

0 




To Cash— 








Paid in during the Month 





1,000 

0 

0 

Cash Dr. 


800 

0 

0 




To Messrs. Jones and Co.— 








Cash drawn daring the Month 





800 

0 

0 


Ledger Accounts may be divided into Personal and Impersonal 
Accounts ; the first named relates to persons and the latter is subdivided 
into Real which relates to capital, and Nominal which is a record of 
Accounts such as Revenue and Profit and Loss. 



CHAPTER HI. 


SUBSIDIARY BOOKS. 

In addition to the three principal books in which all commercial 
transactions must in some form or other be recorded, it is necessary 
in large trading or manufacturing concerns to have subsidiary books 
m order to show the daily transactions. 

For example, it is not convenient to record every transaction 
minutely in the Journal when the daily transactions are large, but, 
if required, they can bo summarised at the end of the day. 

Goo<1r purchased are entered in an Invoice or Bought Book, which 
IS a recoid of goods bought on credit ; the Invoices, which give full 
particulars of the goods bought, are usually kept in a separate book, 
and the totals only shown in the Bought Book, as follows 


BOUGHT BOOK. 


Ledger j 
Folio. 1 

No. of 
Invoice. 

January 1, 1900. 

F. Scott, 

150 yards Silk @ . 

28. 

£ 

8. 

d. 

£ 

16 

s. 

0 

d. 

0 



W. Evans, 

200 yards Cotton @ 

6d. 




6 

0 

0 



J. Brown, 

10 yards Linen @ . 

6d. 




0 

6 

0 



C. Gray, 

200 yards Wool @ . 

8d. 




2 

10 

0 



Goods Account . Dr. 





22 

15 

0 


(2i) 
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When this book is used it is only necessary to journalise the 
total of the day’s transactions, and only one entry to the Goods 
Account in the Ledger is required. 

In a similar manner a subsidiary book is utilised for goods sold, 
and is sometimes designated as the Day Book, although this is an 
incorrect term. 

The various entries must be posted from the Sales Book to 
the Ledger, and this book being a record of goods sold to your 
customers, the amounts are debited to their accounts. 


SALES BOOK. 



It is sometimes desirable to classify the goods sold according 
to their respective names, when there are separate accounts opened 
in the Ledger for the same. 

For example, silk, wool and velvet might be separate accounts in 
the Ledger, and, therefore, the tabular form of the Sales Book is 
necessary. 
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SALES BOOK. 



We have already described the Petty Cash Book which is sub- 
sidiary to the General Cash Book, and as there is a column for 
Ledger items, the entries can be made direct to the Ledger from 
this book. 

It might, however, be necessary to have additional books to 
record particular transactions, in fact every business requires special 
treatment in the form of its accounts. For example, the book-keeping 
of a large Railway Company would be entirely different from a Mining 
Comply. Again, the books of a large Bank are entirely different 
from those of a Colliery Proprietor. 

With regard to a manufacturer, a Stock Book is sometimes kept, 
which is a record of goods bought and sold. Particulars of the transac- 
tions are carefully stated, so that a merchant in selling goods can easily 
ascertain whether a margin of profit exists between the buying and 
selling prices. 

A Warehouse Book gives particulars of manufactured articles stored 
in a warehouse. On one side would be stated the goods received, and 
on the other what goods had been delivered. Thus, a manufacturer 
could see at once the balance of goods on hand. 

The following are examples of a manufacturer’s books 



By Manufactory . 
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ictorj 
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An Order Book is simply used for the purpose of recording the 
daily orders received, ^Yith full particulars of such transactions. 

Where a large number of men are employed in a factory, it is 
necessary to keep a strict account of the wages paid. 

This book may be in the following form, viz. 


WAGES BOOK. 


No. 

N.une. 

No. of 
Hours 

Rate. 1 

Amount. 





d. 

£ 

s. 

d. 

1 

W. Smith .... 

40 

6 1 

1 

0 

0 

2 

T. Brown .... 

54 

fi 

1 

IG 

0 

8 

J. Peaise .... 

30 

y 

1 

2 

6 

4 

J. Steptu'Uo . . , . 

64 

G 

1 

7 

0 


In connection with a Wages Book it is sometimes necessary 
to show whether the work done by each workman is equal to the 
amount paid him ; for example, a Costs Book is kept which records 
the cost of labour on the goods produced. 

When a contract is accepted by a manufacturer certain prices 
are taken as a basis for the work, and when executed the Costs Book 
would show whether the expenditure on wages, etc., exceeds the 
amount allowed for that particular contract. 

In addition to the Sales Day Book and the Invoice Book two 
other books are occasionally utilised, viz., Returns Book Inwards and 
Returns Book Outwards; the former represents goods returned for 
which customers are credited, and the latter is for the purpose of 
recording goods returned by the manufacturer. It is of the same 
diaracter as the Invoice Book, but the entries arc reversed. 

Instead of receiving or paying cash for goods purcha'ied or sold, 
Cl edit documents known as Bills of Exchange are utilised, which post- 
pones the adjustment of debts to a future date. 

The usual form of a Bill of Exchange is as follows : — 

ls< January, 1909. 

Three months after date I promise to pay George Brown cS: Co. five hundred 
pounds for value received 

William Evans. 

A complete account of such credit documents must be kept in 
special books as they form part of the assets and liabilities of a firm. 
The following books are generally utilised : — 
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When an Acceptance ia given the following entry would be 
made 

J. Jones Dr, £50 

To Bills Payable . . . £50 

When paid the transaction would be shown as follows 

Bills Payable .... Dr. £50 

To Bank .... £50 

If a Bill is renewed, the old one is cancelled, and a new one 
drawn, with possibly the accrued interest added. For example 

Bills Beceivable .... Dr. £820 

To Bills Receivable . . £800 

„ Interest and Discount . 20 

The account of Bills Receivable is debited to those persons from 
whom bills are received, and whose accounts are therefore credited, as 
follows 

Bills Receivable ... .Dr. £100 

To John Jones . . . £100 

When the bill is paid the Journal entry would be as follows 

Cash Dr. £100 

To Bills Receivable . . £100 

If goods are sold to a person with whom there may not be 
any other dealings, and a bill received for the amount, the transaction 
would be as follows 

Bills Receivable .... Dr. £100 

To Goods .... £100 

If a bill is dishonoured and returned, the account of the person 
from whom it was received must be debited and Cash Account credited ; 
a list of bills on hand should be made out monthly, and checked with 
the entries in the Bills Receivable Book. 

When Bills are returned unpaid, the charges for presentation by 
a notary may be paid from the Petty Cash Book, unless presented by 
a banker, who will debit for the amount of the charges. 

Bills must be presented for payment on their due date, three 
days' grace being added. For example : A bill drawn on 1st January, 
payable at month’s date, would be due 4th February ; for those drawn 
on demand or at sight no days of grace are allowed. 
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Instead of opening a Ledger Account for Bills Receivable and 
Payable, the Bill Book may be in the following form, and would then 
show the transactions as follows 


RILLS RECEIVABLE. 

Dr. Cr. 



BILLS PAYABLE. 

Dr Or. 



At stated periods it is necessary to take a list of bills on hand, 
which must be compared with the bills themselves, and the balance 
must agree with the amount not written off on the credit side of the 
Bill Book, and which constitutes the balance of Bills Receivable on 
hand. 

The debit side can always be added up, and when the credit 
accounts are entered the totals should correspond in amount. 
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Sometimes a Bill Journal is kept of all bills paid away or dis- 
counted, and the credit side of the Bill Book is posted from this, as 
follows 


BILL JOURNAL. 


December, 1900. 








Bill 













Book 










Folio 



Fo 







£ 

fi. 

d. 


1900. 



£ 

s. 

d. 

jb 

s. 

d 






E\atis & Co. 













Duo. 












Dec.l 

OnGlyii&Co., Jau.4, 1901 

32 

100 

0 

0 









„ Lou. A County, Fob. 4, „ 


250 1 0 ' 0 




350 

0 

0 





— 

_ 

__ 

350 

0 

0 






W. Brown & Co. 













On F. Jones, March 3, 1901 

i 

GOO 

0 0 









„ W. Thomas, Apl. 5, „ 


750 

0,0 











— 


- 

1,350 

'0 

0 






Carried to Ledger Folio 





1,700 

0 

0 


When the transactions on bills are large, it is usual to abbreviate 
the terms Bills Receivable and Bills Payable by using the initial 
letters only, viz., B.R. and B.P 




CHAPTEE IV. 


CAPITAL ACCOUNT-PROFIT AND LOSS. 

Whin a firm or individual commences business Capital is essential 
for various requirements. For example a manufacturer would require a 
factory suitable for the production of his goods so that a part of his 
Capital would be utilised in purchasing land and erecting the necessary 
premises. 

Then again it might be necessary to employ machinery, which 
must be bought; the next operation would be tbe purchase of raw 
material, such as iron, wool, silk or any other commodity. 

If the manufacturer has capital deposited in a Bank he converts 
the same into buildings, machinery and goods for the purpose of making 
a profit on the capital invested in the business. All these transactions 
must be shown, and for this purpose various accounts are opened in 
the Ledger under the headings of Buildings, Machinery and Goods. 

For example, John Smith starts business with £2,000 and opens an 
account in the Ledger, John Smith, Capital Account, which must be 
credited with £2,000, the business in fact owes him this amount. 
He has also purchased laud and erected premises, the total cost being 
£600. 

The machinery necessary for the business costs £500 and goods 
are purchased for £1000. 

After a certain period he receives £200 for goods sold, this trans- 
action must be shown in the Cash Account ; another customer instead 
of paying cash gives a Bill of Exchange for £100 payable at three 
months’ date. 

In the same manner John Smith finds it convenient to accept a 
Bill of Exchange for goods purchased. These transactions effected, by 
means of credit documents, are carefully recorded in books which 
have been described. 


( 30 ) 
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In order to ascertain what profit has been made various Im- 
personal Accounts must be opened in the Ledger, such as Goods 
Account, Machinery, Business Premises, Wages and Interest on 


At the end of a certain period the financial position of John 


Smith is as follows : — 


Liabilities. 

1909. 

Jan. 1. Capital . . . £2,200 

Bills Payable . . 100 

Sundry Debtors 

Robinson & Co. . . 200 

Jones & Co. . . 100 


£2,600 


Assets. 


Cash in Hand 

. £200 

Bills Receivable . 

100 

Business Premises . 

600 

Machinery 

600 

Goods .... 

. 1,200 

undry Creditors 


Green & Co. . 

. • 60 

J. Lewis 

60 


£2,600 


It will be seen from the above statement that John Smith has 
increased his Capital by £200, his assets being £2,600 and liabilities 
£400, the balance of £2,200 represents the net Capital. 


PuOPIT AND Loss. 

No account has been taken of various charges in the statement of 
John Smith’s financial position, but a careful record must be made of 
the same. 

An estimate of profits cannot be ascertained without a complete 
statement of such charges which are known as working expenses, 
and a strict account must be kept in order to ascertain whether they 
are increasing or vice versd. Charges vary in character ; for example,a 
firm which exports goods has to insure them. 

Then again interest might be a considerable item if there is a 
large amount of borrowed capital. Under the Limited Partnership 
Act a person may invest a specified sum in a business without incur- 
ring any liability beyond the amount he has advanced. In such a 
case an account in the lender’s name must be opened in the Ledger, 
and at stated periods interest credited to his Capital Account and 
debited to Charges. 

In order to show the actual profit on any particular kind of goods, 
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expen'^es incidental on tho sale must be taken into account. Expenses 
require lo be carefully analysed and separate accounts kept, so that 
in case of an increase of expenditure the various accounts would shovv 
how it has occurred. 

For example, on a Consignment Account goods are purchased for 
£1,000 and sold at the end of twelve months for £1,025. There is an 
apparent profit of £25, but if interest is charged against the account at 
5 per cent, there is a loss of £25. 

With regard to Petty Cash it is customary, as already described, 
to debit Charges for tho amount advanced, the disbursements during 
the half-year being debited to tho various accounts and Petty Cash 
credited. By this means the amount originally advanced is kept 
intact. 

If a cheque is drawn for Petty Cash the entry would be:— 
Petty Cash Dr. to Bank. 

With regard to Postage Account, it is usual to debit Charges 
Account for the amount required and at the end of the half-year to 
debit the various accounts in the Ledger for Postages and ci’edit 
Postages Account with tho proceeds. The balance of Charges Account 
is carried to Profit and Loss Account and the debit and credit entries 
should correspond with the totals in the Journal. 

The Double Entry System is the only one which shows correctly 
the amount realised or lost on trading accounts, and as already stated 
a complete account must be kept of all charges incidental to a 
business. 

In the same manner a record is required for all gains either 
resulting from the Sale of Goods, Discount, Interest on Investments 
and Commission received for services rendered. 

The Profit and Loss Account is usually classified as follows 

Profit : — 

(1) The net gain in the Sale of Goods. 

(2) Discount. 

(3) Interest. 
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Lo3s : — 

Trade Expenses — 

(1) Rent, Rates and Taxes. 

(2) Salaries. 

(3) Travelling Expenses. 

(4) Discounts and Allowances. 

(5) Postages and Sundiy Charges. 

(6) Bad and Doui)tful Debts 

(7) Depreciation of Plant and Machinery. 

(8) Interest on horrowod Capital 

The Account would be kept as follow.s 


Dn. Cit. 

Los'.e.s. Gains. 

ToWhrcs .... I By Discount and InluH'st . 

„ Hatch .... „ Conunisaion 

„ Discounts . . . 1 „ Goods Account , 

With regard to Tiosses, all charges, whatever their character, 
must appear on the debit side, and it is desirable to have separate 
Ledger Accounts for each. A large manufacturer might require a 
separate Ledger for wages since they form the largest item of ex- 
penditure, but at the end of the half-year the balance should be trans- 
ferred to Profit and Loss. 

In the same manner the balance of Charges Account must be 
carried to the General Account of Profit and Loss. 

In order to understand the principles of making the entries, the 
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following lines, from Jackson’s “Book-keeping,” are useful to re- 
member 

By Journal laws what I receive 
Is Debtor made to what I give ; 

Stock for my Debts must Debtor be, 

And Creditor by Property. 

Profit and XjOss Accounts are plain. 

1 debit Loss and credit Gains. 

Thus, if I buy cloth to tlio amount of £100 and sell it for £110, 
there is a gain of £10 on the transaction. 

Dr. Ci-OTii. Cr. 

To Cash £100 By Cloth Sold .... £110 

„ Profit and Loss ... 10 

£no £110 


PROKIT AND Loss. CR. 

1 By Cloth £10 

As this increases Capital Account, when the books are balanced 
this amount is credited as follows ; — 

Profit and Loss, Dr. to Capital Account. 

On the other hand, if the result of selling the cloth is a loss : — 


Db. CnoTH. Cb. 

To Cash £100 By Cloth Sold . . . . £90 

„ Profit and Loss ... 10 

£100 £100 


Db. Profit and Loss. 

To Cloth £10 1 

In this case Capital Account is diminished by £10, and the entry 
under that account must be 

Capital Account, Dr. to Profit and Loss, £10. 

Of course the balance resulting from the sale of cloth could 
be transferred at once to the Capital Account, if there were no other 
charges incidental to the sale of the goods. 



PROFIT AND LOSS. 




For example •.-* 

Dr. Capital Accoont. 

1900. 

Jan. 1. To Sundries owing by By Sundries due to you . 

you . . . . £1,000 1 

„ Balance. , . 1,000 

£5,000 

The net capital is therefore £1,000. 

In the course of the year cloth is purchased of the value of . £1 ,000 
And sold for . 1,600 

Profit . £500 

Thus, the Capital Account is increased by £500 during the year 
1900, the balance on 1st January, 1901, being £1,500. 

It is usual to open an account called Bad Delits, and if there is 
any loss at the end of the year to close the same by transferring the 
balance to Profit and Loss. 

Commission is another account which is included in Profit and 
Loss transactions, and is credited for amounts due either upon sales 
wliich are charged in the gross amount, or upon what the buyer has 
to pay for the goods. 

Thus, upon a shipment to order the entries are as follows 

John Jones Dr. to Goods on Consignment. 

„ Charges, 

„ Insurance*. 

„ Commibsion. 

The last entry would be a Journal entry to Commission Account, 
unless the amount is carried direct to Profit and Loss ; upon 
individual Adventures no Commission is charged in the books, 
although it might appear pro formd on the Invoice. 

When a firm merely act as agents an account might be opened as 
follows : — 

Goods purchased on Commission, 

which account is appropriated exclusively for such goods as are 
purchased on Commission, and this account balances itself, as 
follows : — 

. Goods Dr. to Sundries. 

Sundries Dr, to Goods, 

In such a case there is neither Profit nor Loss upon this account 
of goods. 


Cr. 

. £5,000 

£5,000 
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There are SGidom any enirioa to the debit of Commission Aceount, 
because the charges made by agents for commission has nothing to do 
with this or the Charges Account, inasmuch as they properly belong to 
the Goods Account to which they have reference. Commission charged 
on Cash Accounts is carried to Interest Account. 

Sometimes an account is opened, “ Commission on Acceptances,” 
to cover any loss arising from such transactions ; it is customary to 
stipulate that on goods sent for sale the agent receives Commission 
only upon such accounts that are really sold, and when paid for he 
may claim the amount due to him. 

What has been mentioned under Loss on the debit will apply 
to Profit on the credit side of the Journal. If having lost on some 
accounts £100, you have profited on others £1,000, there is a clear 
gain of £900 as follows ; — 


Un. Cu. 

To Goods £100 | 

PitoriT, 

Db. Cr. 

By Sundries .... £1,000 

You say Profit Dr. to Loss for £100, which balances the former 
account, and brings £100 to the debit of Profit, thereby leaving the 
balance in the latter £900. 

The profit on goods, supposing all debts to be hona fide, is the 
amount actually received. 

J3ad debts are made from the Personal Accounts ; it would be 
absurd to show a profit of £100 on the Goods Account, if, perhaps, 
£1,000 has been lost through bad debts. 

If the carriage of goods is effected, it would be necessary to open 
a Cartage Account and debit it with cost of horses, carts, wages, keep 
of horses and other incidental expenses, and credit the same with the 
cartage debited to other accounts ; this would not, however, show the 
actual Profit or Loss upon the Cartage Account, which ought to 
exhibit what has been saved by transacting the business yourself, 
instead of employing some one else. 

This can be done if a proportionate amount is charged on each 
transaction, and in Joint Accounts it is absolutely necessary to charge 
a fair amount for cartage. 

The following is an illustration of a Profit and Loss Account 
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CAPITAL ACCOUNT-PROFIT AND LOSS. 


The Trading Account of a manufacturer is of the same character 
as a Goods Account, the total cost of production being taken into 
consideration before the actual piolit can be ascertained. 

This result is obtained by debiting for the cost of material, various 
charges incidental to the production and distribution of the goods and 
crediting the account for the amount realised by sales. 

The following shows the various items on a Trading Account, the 


balance being transferred 

to Profit 

and Loss 


Dr. 



Cu. 

To B lance Stock . 

. 1:2,000 

By Sales Account . 

£44,050 

„ PurchaBCB Account 

. 35,000 

„ Balance of Stock Account 

3,000 

„ Wages Account . 

. 3,000 



„ Legal ExpciiROH Account 

20 



„ Salaries 

. 1,500 



„ Oftioo Expenses . 

IHO 



„ Discount Account 

250 



„ Rent .... 

400 



„ Depreciation 

500 



„ Doubtful Debts . 

750 



„ Profit and 1jo.ss . 

. 3,500 




£47,050 ! 

£17 0)0 
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With refjard to the Profit and Loss Account of a Company it 
is usual to designate it as a Revenue Account, and this statement 
generally includes an ordinary Trading Account in addition to the 
Profit and Loss statement. 

Sometimes it is difficult to ascertain what really belongs to Capital 
Account instead of Income ; for example, new engines for a railway 
would be charged to Capital Account and not to the Profit and Loss 
statement. Tire usual method adopted by Companies is to appropriate 
the surplus of the Revenue Account as follows 

(!) To set aside certain sums to form a Reserve Fund. 

(2) To divide a certain proportion amongst the Shareholders. 

(3) The balance is generally carried forward to form the nucleus 
of the next division of profits, and if necessary to equalise the 
Dividends. 

The Profit and Loss Account is sometimes divided into two 
sections, viz . ; — 

(1) Particulars of Kxpenditure and Income. 

(2) Appropriation Account, or the disposition of the net profit. 

The latter account generally contains on the credit side the net 
profit bi'ouglit from Profit and Loss, and also the balance brought 
forward ; on the debit side is shown the amount placed to Reserve 
Fund, th^ Dividend proposed to be paid, and the Balance carried 
forward. When an Appropriation Account is not u'^ed the net result 
is generally included in the Balance Sheet. 

The following is an example of an Appropriation Account : — 


Dr. 

To Interim Dividend on Ordinary 

Shares . .£3,000 

„ Interim Dividend on I'refer- 

ence Shares . . . 1 000 

„ Further Dividend . . . 500 

„ Reserve Fund . . , 250 

£1.7.50 


C«. 

By Profit £4,200 

„ Balance fiom La^t Account . 550 


£4,760 


CHAPTER V. 

THE BALANCE STATEMENT. 

In order to ascertain whether the various entries in the books are 
correct, it is usual to balance the books at stated intervals, generally 
at the end of six or twelve months. 
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THE BALANCE STATEMENT. 


The first step is to examine the Journal carefully in order to see 
hat every entry has been posted and marked off. After the stock in 
land has been valued at cost price, the values are credited to each 
)articular account of goods ; the gain after taking stock is entered on 
he debtor side and transferred to Profit and Loss Account. The 
juantities of the debtor and credit sides of the Stock Account should 
jorrespond. With regard to valuation of Goods Account, if tlie credit 
side exceeds the debit, the balance represents profit, and, on the other 
hand, if the debtor side is the larger, the difference is loss. 

The entry in the first instance would be Goods Dr. to Prolit and 
Loss, and in the second Profit and Loss Dr. to Goods. 

The balances of stock must be brought forward showing the 
quantities and amounts on hand ; Charges Account would be a los.s, 
and is balanced by the total being carried to the debit of Profit and 
Loss Account. 

On the other hand. Commission Account is debited for any Com- 
mission allowed, and credited for what has been received; in the 
same manner Insurance and Interest Accounts are balanced, the 
totals being carried to Profit and Loss Account. 

The balance of Hills Receivable and Cash is, of course, the amount 
of each on hand ; with regard to Hills Payable, the amount represents 
the acceptances unpaid, which have been already debited to the 
particular accounts to whom the same have been given. ^ 

If a loan has been obtained from a Bank by means of an Over- 
draft, which enables the merchant to overdraw his Current Account 
for a specific amount, it will be necessary to include the Overdraft 
in the list of creditors. 

The next operation is to balance the Personal Accounts, after 
charging interest where necessary. The debtor and creditor balances 
are shown both in the old and new accounts. 

The net result of all these transactions is capital represented by 
the balances of Personal Account -Goods, Houses, Ships, Funded 
Property, Bills Receivable, and Cash on hand. 

The balance of Profit and Loss shows whether you have gained 
or lost by the business ; if there is a profit, then Profit and Loss is 
debtor to Stock for the balance, but, on the other hand, if there is a 
loss, capital is diminished, and Capital Account is debtor to Profit and 
Loss Account. 

All amounts withdrawn for private expenditure are debited to 
Capital Account after the balance of Profit. and Loss Account has been 
transferred, the remainder being net capital. 
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The Ledger gives the necessary particulars lor the preparation of 
the Balance Sheet, as it contains the above-mentioned Impersonal 
Accounts of Profit and Loss, as well as the Personal Accounts of sundry 
debtors and creditors. 

The Balance Sheet is therefore a statement showing the financial 
}X)sition of any private firm or limited company ; however, before this 
can be prepared it is necessary to see whether the Ledger balances are 
correct. 

This is effected by means of the Trial Balance, and in accordance 
with tlie principles of Double Entry, viz., the debits must ecpial the 
credits, and therefore the creditor balances must equal the debtor ones. 

The Trial Balance would be in the following form : — 





ToUls. 

lUlanci's. 

Ledger Accounts. 



1)1 


Dr. 

Vr 




£ 

£ 

£ 

£ 

Capital Account , 



50 

3,000 


2,950 

Cash .... 




330 

620 


Bank 



1,000 

GOO 

400 


Petty Cash 



10 

5 

5 


Bills Payable . 



500 

200 

300 


„ Receivable 
•Tones & Co. 



700 

1,(KK) 


300 



(KX) 

100 

500 


j'lvans & Co. . 



TOO 

200 

100 


Suspense Account . 



50 

5 

45 


Commission Account 



100 


100 


OoocL Account . 



2,(KH) 

940 

1,060 


Bad Debts . . 



JOO 

20 

HO 


Trade Expenses . 



50 

10 

40 





6,410 

6,410 

1 3,260 



1 3,250 


It will be seen that the totals as well as the balances are included 
in this account, and from the latter can bo prepared the Profit and 
Loss Account. 

The value of goods in hand must, however, bo taken into account 
before the statement of profits can be prepared, and if machinery forms 
a part of the stock in trade, it is usual to write off a certain sum on 
account of depreciation. The following is a rough estimate as to the 
amounts to be written off', but, of course, each business requires dis- 
tinct treatment according to the circumstances of the case. For 
example, in the case of new plant or buildings it would not be 
necessary to set aside a large sum for depreciation. 
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Di:i'Bkcutios. 

Ficehold Dwelling Uouscs . 

„ m bad repair 

Mill Buildings 

Fixed Plant 

Boilers 

Machinery 

Furniture 

Horses 

Ships 

Trucks and Waggons .... 


Per Cent. 
2 to 4 
6 

2i 


7* 

5" 

n 

10 

5 


n 

5 

n 

10 

10 

10 

20 

6 
10 


Depreciations hein^ considered as loss, the amounts written off 
can be debited direct to the Profit and Loss Account, as follows, 
through the Journal ; — 

1900. 

Juno 30. Profit and Loss Account, Depreciation Dr. £50 

To Maclnnory Account . . £60 


Soinotiincs it is advisable to open a Subsidiary Account in order 
to show what has been deducted from tlie various accounts, and the 
total would be cuiTicd to Profit and Loss Account as follows ; — 


Dr. 


Dkpukciation Account. 


Cr. 


1900. 


£ 


d. 

1900. 


£ s.'d. 

JuneSO To Machinory . 10°L 

100 

0 

0 

Jum> 3( 

B) P/L . . 

350 0 0 


„ Buildings . 07o 

200 

0 

0 



1 


„ OlVico Fiiiuiluie 10 7o 

50 

0 

0 



1 



350 

1 

r 

0 



350 1 0 0 


Wlieu tlio necessary allowances for depreciation have been made, 
the next step necessary is to prepare the Balance Sheet or Statement, 
which is not a Ledger Account, and consequently need not be con- 
sidered as a Debtor and Creditor Account. 

In fact, there is no reason why the assets should be placed on 
the right side, although it is usual to do so. 

If, however, it is in the form of an account, it would be necessary 
to state the fact as folIo\\s . — 

(1) Du. in Account with Jones A Co. Cu. 

or 

(2) Dr. J. Jones in Account with Cu, 
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Balance Accounts are debited with ever) thing possessed and its 
cost, and credited with everything due and the value produced by the 
liability incurred. The second form is usually adopted, Jones Co.’s 
liabilities being debited and his assets credited. 

With regard to the order in which a Balance Statement is pre- 
pared, the custom is to place the assets according to their relative 
value ; this plan is usually known as Marshalling the Assets. 

In order to do this it must be remembered that capital is usuall) 
divided into two distinct classes, viz., Floating and Fixed. By the 
former we mean capital that can easily be converted into money, and 
would consist of Cash in Hand or in the Bank, Bills of Exchange, 
Stocks and Siiares, Book Debts and Stock in Trade ; on the other 
hand, Fixed capital is that which is sunk in Land, Buildings, 
Machinery, Fixtures, Investments, and cannot easily be sold. Good- 
will which is shown as an asset is sometimes of little value, and should 
bo written off within a limited period. 

It therefore follows that in the preparation of a Balance Sheet the 
various assets should be stated according to their respective values 
Gash in Hand and at Bank would rank first, and then Investments of 
a marketable character. The next item would be Sundry Debtors, 
either on Bills Receivable or Open Accounts. Stock would form the next 
asset, and varies in character, m fact each must be stated according 
to its liquid value. Freehold Premises would be the next in order 
of value, but Plant and Machinery may, in some cases, be placed 
before Real Estate. Office Furniture and Fixtures, being the least 
saleable, would be ranked next, and, finally, we have Goodwill, the 
value of which largely depends upon the character of the business. 

With regard to the liabihties it is usual to classify them in a 
particular order; for example, bills accepted by a firm must be 
met at maturity, and therefore should be stated first. 

The amount due to creditors forms the next entry, and any loans 
that may have been contracted either temporary or pcimanent must 
also be stated. 

Lastly, the amount of capital invested in the business is shown ; 
as this liability only concerns the partners, this statement is of more 
interest to the banker or to the creditors of the firm. As the fiiin 
cannot be called upon to pay the same, it usually appears as the last 
item in the list of liabilities. 

We will now give a specimen of a Balance Sheet in the form 
described : — 



IilABIMTIES. j £ I S !d ‘ £ S d 

Sundry Creditors on Bills Payable . 2,00<') j 0 j O 1 j Cash in Hand 
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5 


Less 25 per cent. Depreciation 
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It will be noticed that a bill for £500 has been discounted, and 
therefore the firm is liable for that amount if not paid by the Acceptor 
at maturity. 

When a firm does not wish its staff to see the actual results 
of the year’s trading, the various Profit and Loss Accounts are kept in 
a Private Ledger, from which can be obtained the particulars of its 
financial position in a simple form, as follows 


Di!. SD^:DaIE8 TO John Jones, 31st Decemiikk, 1900. Cb. 


To Sundry Debtorb . 

. £1,800 1 By Amount duo to W. Evans . 

£2,000 

,, Bilbs Keceivable . 

. . 400 „ Bills Pa>ablo . . . 

500 

,, Cash . 

, . 2(X) „ Balance . . . . 

500 

„ Goods . 

. . OUO 



£1,000' 

£3,000 


John Jones’ Capital Account, 


1900. 

1899 


Dec. 81. To J. Jones’ 

Piivate j Dec. 31. By Balance Not Capital 

£200 

Expenses 

. . £200 1900. 


Bilance 

. . 500 Dee. 81. By Profit and Loss 

.500 


£700 

£700 


Profit and Lo.ss Account. 

1900. 

Di-c. 31. To Balance carried to 

Capital Account . £500 BySundiios . • . . £500 

The Profit and Loss in this case shows the net result after all the 
necessary charges have been deducted. 

From the above statement we notice the following results, viz. 

Net Capital 81st December, 1899 £200 

Profits accrued since £500 

Less Private Expenses 200 

Net Piofit . 300 

Balance of Capital Account , £500 

The accounts therefore show tlint John Jones has increased his 
capital by £300 as the result of a year’s trading. 
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JUNK ACCOUNTS. 

The samo principles of book-keepiii},^ iipplv Accounts; the 

louble entry system is utilised, and two distinct entries are made ' 
3ither for cash received or paid. 

The business of a Rank consists in making a profit on the 
deposits of customers, who find it convenient to leave a portion of 
their capital for safe- keeping. 

A ]3ank starts business with a largo paid-ufi capital so that the 
Cash Account is delitor for the amount. 

The customers who deposit cash have their Current Accounts 
credited and the Cash .\ccount debited. When cheques are drawn 
the reverse operation takes place, the customer’s account is debited 
and Cash Account ciedited. 

There is in fact no material difference between the books of a 
Bank and those of a merchant. In the case of a Bank the only com- 
modity dealt in is Cash in a variety of forms, such as coin, bank notes, 
cheques and bills of exchange, and in order to make the necessary 
entries for these credit articles, various liooks are required. On the other 
hand, the merchant deals in a variety of merchandise which might be 
compared to the cash articles of a Bank. 

It has been stated that a large paid-up capital is required for the 
purpose of inspiring confidence, and in addition a lai’ge cash reserve is 
necessary to meet any sudden withdrawal of deposits. 

The three principal books of account are utilised, viz., the Journal, 
Cash Book and Ledger, but the first named is called the Day, State or 
General Cash Book. 

The following is an example of the Double Entry system : — 

Thomas Jones deposit| £500. His Deposit or Current Account is 
credited and the Cash Account debited. He becomes a creditor of 
the Bank and is supplied with a Pass Book with the fo Mowing entry. 

* (46) 
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Bank in account witli Tlioma*; Jones. 

Cr. 

I H i I 


The Bank is in fact Debtor for £500, and this transaction miglit 
he shown in the Half-yearly B dance Sheet, liabilities being increased 
by Jl 500 and assets by a coriespondiiig amount of Cash. 

It will therefore be seen that there are two distinct entries for 
every amount deposited in a Bank. 

This system of doulile entry is shown very clearly when Bank 
Notes are paid m for a customer’s credit. For example, if Thomas 
Jones deposits £500 in Bank Notes, the Drawing .Vccount is credited 
and Bank of England Account debited, because the Notes are paid 
in for the Bank’s credit at the Bank of England It is usual for 
the London Banks to have a lijrge cash balance wich that Institution 
and their books would show a debtor balance for the amount. U 
has been stated that the Capital Account of a merchant gives the 
amount invested in the business ; in a similar manner the Capital 
.\ccount of a Bank represents the liability to shat ('holders who have sub- 
scribed capital for the purpose of carrying on the business of banking. 

The majority of Banks are now registered under the Limited 
IJabilities Acts and are required to keep certain Ixxiks with certain 
particulars as to the shareholders of the Company. 

The Kegister must state the following : — 

(1) The names and addresses of the Shareholders. 

(2) The date when each person became a Shareholder. 

(3) The date when he ceased to be a memlier. 

In order to show transactions on Shareholders' Account, a 
Transfer Eegister and Share Ledger are required, which are as 
follows : — 


TKANSFEU REGISTER. 


1 

I 

^ . 1 Transfer 
Number, 

Folio. 

Transferror 

Na«ne, 

AdUress, 

Description 

Tinnsferee 

Name, 

Address, 

Description. 

Folio. 

Number 
• of 
.Shares. 

Distiiu'tive 

Numbers. 

Amount 
Paid up. 

1 

1 










I);:. 

lllOil. I 
Jiiii. 1 ' Cash 
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SHARE fiEIXiER. 


Transfer 

Number 

Folio 

Distiiietive 
Niucbci-, 
of Miues 
nou((iit 

Uistim ti'e 
Niiiiibcis 
of Sli iics 
SoM 

(> 

NuiuIh t 

1 ’ 

' MmL-r 1 

1 1 





i 

1 

1 



The uniount icceived on Capital Account may be journalised as 
follows : — 


Si M'liiJ % Di.. 


liioy. 

Jan. 1. To Applwiitioii and Allolnunl Ac<omil— 
Sundry Shnieholdcui 

„ C. „ ApplioationandAIIoInnnlAKounl— 
Sundiy SlmitholdfiH 


Jan. 20, To Application and Allotment Account — 
Sundiy Sliaiclioldi ih . . . 

„ Shaie Capital Account 


:iO(),(ioo 

‘20(1,000 

£ 

500,000 

500,000 

1 500,000 

' .500,000 


1 

500,000 


Every year a letmn mii-it be madi' to the Ivegistiarot .loint Stock 
Companies giving the following paiticulais -- 

(1) The amonnt of the capital ot the Company, and the uumlier 
of shares into which it is divided. 

(2) The numhor of shaies taken from the commencement of the 
Company up to the date of the Siimmaiy. 

(8) The amount of calls made on each share. 

(4) The total amount of call-t received 

(6) The total amount of calls unpaid 

(6) The total amount of shares foifeited. 

(7) The names, addi esses and occupations of the persons who 
have ceased to be meml)er8 since the last list was made, and the 
number of shares held by each of them. 

By an Order of the Boaid of Tiade, lHh AugU'st, 1901, the 
names and addresses of the peisons who are the Directors of the. 
Company at the date of the Summary must also be supplied. Banking 
Companies must also add a list of their places of business. 

It is usual for Banking Compani^ to set aside a portion of their 
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profits to form a Reserve Fund, and this account would be opened in * 
the General or Impei-sonal Ledger. 

The Head Office of a Bank in relation to its branches is similar to 
a merchant who receives an Account Current from his Agent showing 
what has been effected on his behalf. 

If a branch has a cash balance, the Head Office is a debtor fpr 
the amount ; on the other hand, the branch might lend more than the 
capital held for depositors and in such a case the Head Office would 
supply the deficiency and become a creditor of the bmnch. 

In order to understand the methods of Bank Book-keeping it is 
essential to follow the entries in successive order from each set of 
books and then show how they form part of the whole system. 

The Journal of the Bank is known as the General Cash Book or 
Day Book and gives a complete record of all transactions definitely 
arranged so that the entries may be posted in the General Ledger. 

Thus the totals of the Received and Paid Cash Books appear in 
the General Cash Book and are subsequently posted under the heading 
of Current Accounts in the General Ledger. 

It is spmetimes desirable to have a Supplementary Journal or Cash 
Book for the purpose of showing the separate totals of all the Cash 
Books before the entries are carried into the General Cash Book. This 
book may be designated the Cash Summary and Transfer Book, and is 
found useful in connection with the Daily Balance. 

It is also utilised for the purpose of making sundry debit and credit 
entries when amounts are transferred from one account to another. 

For example, if Thomas Jones wishes to transfer £500 from Current 
Account to Deposit Account, it is only necessary to debit the former and 
credit the latter, the result being to diminish Current Accounts in the 
General Ledger but at the same time Deposit Accounts are increas^. 

Then again, the loan transactions of the Bank are shown ; for ex- • 
ample, if Thomas Jones borrows from the Bank £500, his Current 
Account would be credited but the Loan Ledger would show that he is a 
debtor for the said amount. 

This appears in the General Ledger, Current Accounts being 
cmdited £^00 and Lban Accounts debited. 

The General Ledger, Vhich will be subsequently described, gives a 
complete summary of the assets and liabilities. 

This book is quite distinct from the Ledgers of the Bank, which 
are a record of the amounts owing to and from the individual customers, 
but ^tbe totals of the Ledger Accounts appear in the General Ledger. 
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In addition to the puncipal books theie are a laige numl)er of sub- 
sidiary ones, and moie ate leqiiiiod at the Head Office of a Bank, where 
the transactions are of a vaiied chaiactei, m fact, similar to a large 
maniifactuiing business which lequiies many books foi the purpose 
of a complete lecord of evei> commodity produced 

It IS absolutely necess 11 y in a large Bank to subdivide the books, 
so that the woik may be effected without difficulty by the staff Foi 
example, it is found onvenient to use books foi alteinate dajs, so tint 
the examiners and inspocLo.s iniy luveacce s to the same without 
mterfeimg with the diih loutine The Wiste Book, which is the 
principal subsidiaiy book, is used foi the pin pose of analysing the cash 
articles received The totils of such ai tides, viz , cheques, money and 
bank notes, should agiee with the amount of the ciedit 

It IS also desuable tint tiausactioiis on Deposit Acco ints should 
be kept distinct fiom those on Cuiient \ccounts, although the cash le- 
ceived foi ms pait of the giand totil 

Bills ot Exchange which aie utilised foi the payment of debts aie 
generally negotiated thiough banks, and such tiansictions aie kept 
quite distinct, two sets of books being utilised, 1 1: , one foi bills lodged 
for collection and known as shoit bills, and the Ouhei foi bills dis- 
counted The last named being the piopeity of the Bank a complete 
lecoid of such dicumeiits is lequiied 

The Cash Books aie subdivided into liecei\''ed and Paid, the 
former would sliow sepaiate columns foi coin, cheques and notes 
, The following IS a classified list of the pimcipal and subsidiaiy 
books : — 


IKKllvS lOU III UUlDIMf Assris 


Itecencd Cash Pooka 
Paid Caali Book 
Money Book 

Jouuml 01 Gtneinl Caah Jlook 
Geueial oi Iiuptisonal Ltdgci 
Investmi nt ladgti 
Discount Ijedgci 
Loans Ledger 
Bank Pieimses Ledger 


Principal 


Waste Book 

Clearing Book 

Walks Book 

Paying Cashier’s Book 

Discount Cash Book 

Discount Diary 

Bank of England Note Book 

Cash Summary 

Discount Diary 


Subsidiary 
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BOOKS FOR BECOBJDINa LIABlUllEja. 

•Current Accounts Ledgers, Town 
•Current Accounts Ledgers, Country 
Branch Ledgers 
Deposit Ledgers 
Acceptance Ledger 
I’ftss Books 

Deposit Day Book 
Check Ledger 
Short Bills Ledger- 
Short Bills Diary 
Acceptance Cash Book 
Advice Book 

Custoniers’ Securities Ledgers 

Cheques paid in must be classified because they are presented for 
pa) ment throu^^h various channels. 

In a London Bank we have the following' divisions : — 

(1) Cheques drawn upon Clearing Banks : — 

(а) Town Clearing. 

(б) Metropolitan Clearing. | 

(c) Country Clearing. 

(2) Cheques drawn upon Non-Clearing Banks. 

(3) ,, „ „ Bank of England. 

(4) ,, ,, „ Customers of the Bank. 

(5) „ ,, „ Scotch Banks. 

(6) ,, ,, ,, Irish Banks. 

Cheques of each division must be kept quite distinct, separate 
hooks being required for the purpose of recording the amounts. The 
grand total paid in during the day should agree with the amounts of 
the six divisions. 

The first classification takes place when the Cashier separates the 
coin and money from the cheques, the latter being subdivided in the 
Waste Book, to which reference has been made, which will be sub- 
sequently described. 

In order to understand the methods of Bank accounts, the various 
entries should be carefully noted. 

An example of a credit taken at the counter will be given, and the 

* The Current Accounts Ledgers would be also a record of the overdrawn ac- 
counts, and the total amount of such accounts would appear as part of the assets, 
under the heading Current Accounts Dr. 

f The Metropolitan Clearing also inoludes cheques drawn upon non-clearing 
banks, but such chaques are cleared by their City Agents who are members of the 
Clearing House. 


\ Sub'^idiary. 
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entries shown in the various books until the final entry is made in the 
Ledger. 

In the same manner the entries in the books will be shown of a 
cheque paid at the counter, including the debit entry in the Ledger. 
Again, when bills are discounted for customers the various entries in 
the subsidiary books, including the Discount Ledger, will be described. 



CHAPTER VII. 


CURRENT AND DEPOSIT ACCOUNTS. 

The book-keeping of a Bank is chiefly concerned with Current and 
Deposit Accounts, and consists of debit and credit entries which are 
necessary in order to render a statement to the customers and de- 
positors. 

Customers on opening a Current Account are supplied with a book 
of forms so arranged that the various cash articles may be entered in a 
specified manner for the purpose of assisting the Bank in the collection 
of such articles. 

This form is as follows 

PAYING-IN FORM OR CREDIT HLIP. 



This form, together with the cash articles, is handed to the Cashier 
who enters the total in the Received Cash Book ; there are several 
forms of such books, but they only differ in respect to particulars 
given. 

The following is a specimen in a large London Bank where the 
particulars recorded are only Notes and Money, together with' the total 
amount received : — 


( 53 ) 



64 


CURRENT AND DEPOSIT ACCOUNTS. 


RECEIVED CASH BOOK. 


Money. 

Notes. 

Name, 

Total of Credit, 

£ 

B, 

d. 



£ 

8, d. ' 

80 

0 

0 

£100 5/20 
Nob. 8504.5/9 

.1, KvHns & Co 

! 530 

j 

0 1 0 

j 

1 




1 


1 




It will be noticed that only the particulars of part of the credit of 
£530, viz., £30 money and £100 notes, are given, and the balance of 
£400 is not shown in this book. The total amount of the credit, viz., 
£630, is entered on a docket or credit slip, which is handed to the 
Ledger-keeper for entry. The remainder is dealt with in the Waste, 
or what the old bankers designated the Goldsmiths’ Rook, which is 
ruled in the following manner ; — 

GOLDSMITHS’ BOOK OR WASTE HOOK. 


Tot.il 

Vuiouiit 




Metro- 1 

Clearmf? 

poIiOtn 1 
('leanii}; | 

1 

£ 

8. 

•) 



d 

t 

s ,d 

fidO 

0 

0 

.'tO 

0 

0 

;«() 

0 0 

1 


1 and 

I 

Ndtcs 


Hou'sf 

Bank of and 
Knxland (•(nint>y 

t'heq\ics 


Moiit') 


(J i I S d i t s d. 
0 ^0 j 0 , 0 jd0| 0 0 


Thus full particulars of the credit are given in this book, and the 
total amount of £530 is made up of seven various cash articles. 

The Receiving Cashier letains the notes and money, and delivers 
the “paying-ill slip " with the other articles to the Waste Book Clerk, 
who makes the entries as above stated. There is also a check upon the 
entries made by the Cashier, because at the close of business the Cash 
Book and Waste Book are examined and the totals of the two must 


agree. 

The various articles are entered separately, because they are 
collected through different channels. For example, the cheques on 
Clearing Bankers are sent to the Clearing House for collection ; and 
cheques entered under the heading “Walks ” are collected by Clerks 
who present them for payment at the various Banks upon whom they 
are drawn. 

Bank, of England notes are paid in the same or the following day 
for the Bank's credit at the Bank of England. It is not usual to re- 
issue these notes, but to pay cheques with new ones. House cheques 
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are entered in the Paid Cash Books, and the total agreed with the 
amount in the Waste Book. 

The Cashier is responsible for the Bank of England notes and 
money, and at the close of business the amount due from him must 
agree with the totals of the Waste Book. 

In a large Bank there are several Cash Books corresponding to the 
number of Ledgers, and thus the received side of the Cash Book for a 
day, week or month should agree with the received side of the Ijedger, 
and as the Waste Books correspond with the Cash Books, the totals of 
the three books must be the same. 

The credit of £530 paid in by d. Evans k Co. has been followed, 
and it is seen that the particulars are entered in the Cash Book, Waste 
Book and Ledger, and that the various entries are identical. There 
are subsidiary books for Clearing and Bank of hingland cheques, and 
the totals of such books must agrep with the totals of the columns for 
such articles in the Waste Book, 

Again it is possible that J. Evans k Co. on the same day draws a 
cheque for £100 and present it at the counter for payment. 

Tlie Paying Cashier has a Supplementary Cash book, which is ruled 
as follows . — 

SL l'l’ldLMK.NTAllY I'AD) CVSll ItOOK. 


I’ot.ll. 

j 

1 

N.mu'. 

NuiiOkmh 

Aiiioiiiit of 
Notes 

Money 


£ ^ 8. , 

1 

(i. 1 



£ ! H. <1. 

1 £ 1 H. 1 

(i. 

100 1 0 

0 ' 

•T. Eviinn A’ Co. . 

. ;{050.')/0 

40 0 ' 0 


0 

1 

! 1 
I* 1 

i 

1 


2/20 

1 

1 , 

j 00 ; 0 



From the above it is seen that J. Evans A Co.’s cheque for £100 
is paid as follows, viz., £40 in notes and £60 in gold and silver. 

Another cheque for £70 is paid into the Bank to the credit of 
Russell & Co. by John Evans & Co. ; these various transactions are 
shown in the Paid Cash Book, which is as follows : — 

PAID CASH BOOK. 


Name. Waste B<Jok Walkn. j Paid Caahier*. 


;u. 

i 

id. £ ' 

s. j 

(1. ! £ 

i 

8. I 

d. 

J. Evans A Co. . . . 70 j 0 

1 

i ^ 


j 100 

0 

0 
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John Evans & Co. have also paid £50 to Brown & Co., and this 
cheque is presented for payment by their Bankers through the Clearing 
House; a Supplementary Book is used for entering such cheques* 
and the total amount would be entered in the Paid Cash Book. 

The firm named is supplied with a Pass Book, which is a complete 
record of all transactions made on its behalf, and .is of the same char- 
acter as the Account Current of a merchant. 

This book is usually as follows; — 


I’ASS HOOK. 


Dr. 

Thk London 

1U\K IN AcnniNT with .John Evans & Co. 

Cb. 

Date 

I’lirticnlaiH. 

Aiuouiit. 

Date 1 I’aiticulais. 

Amount. 

1900. 
Jan. 2 

To CiiHh 

.fc H. a. 

. 500 0 0 

1 1 

L. i „ 

1900. ! 

•Ian. 2 HySelf 

j „ Drown A Co. . 

„ Russtai A Co. . 

J J 

£ s 1 d. 
100 0 0 
50 0 1 0 
70 0 0 


From the above we notice that the Bank debits for cash paid in, 
and credits itselt for cliequos dniwn. 

When the Pass Book is delivered to the said firm for the purpbse 
of being checked, it is assumed that all the entries are in order if 
John Evans & Co. do not within a reasonable time return the book 
stating that the entries are incorrect. 

The specimen form of Pass Book is a useful one, because it en- 
ables the firm to check their Cash Book against the Bank’s Pass Book ; 
the entries are identical, viz., cash received on the debtor and cash paid 
on the credit side of the Cash Book. 

Thus the various transactions of cash received and paid are shown 
in the following books, viz . : — 

Received Cash Book. 

Paid Cash Book. 

Supplementary Cash Book. 

Pass Book. 

The final entries, however, of the transactions on each Current 
Account are recorded in the Ledger, which may be as follows ; — 
LEDGER. 

Dn. .Tohn Evans & Co. Cr. 


1900. £ 8. d. 

£ 

8. d. 1900. £ 

8. d. 

£ 8. 

Jan. 2 To Self . . 100 0 0 


Jan. 2 By Cash . 5S0' 

0 0 


„ Brown A Co. 60 0 0 





„ Russell & Co. 70j 0 0 
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We notice, however, that the entries are in reverse order to the 
Pass Book, John Evans & Co. being shown as a creditor for £630, 
and at the same time the firm are the Bank’s debtors for £220, being 
the amount of cheques drawn by them. 

In order to show the daily balance the Ledger Accounts are 
usually kept as follows : — 



When there is only one balance column the credit balances are 
stated in black ink and the debit balances in red ink. 


In order to show particulars of debit and credit entries in differ- 
ent columns, the Ledger is ruled as follows, the totals of the weekly 
debits and credits being stated under their respective headings : — 


Uitc 

Dr. 

Cr 

Dr 

tr 


Balance. 

1900. 



£ 

8. 

1 

d. 1 £ 

B. 

d. 

£ 

8. 

d. 

Jan. 2 

Evans . 

Cash . 

20 

0 

0 05 

0 

0 

4.5 

0 

0 

„ G 





100 

0 

0 

145 

0 

0 

„ 9 

JoneB . 


10 

10 

0 1 



134 

10 

0 


£30 10b, 

£165 



1 i 







When Interest is allowed on Current Accounts it is necessary to 
have additional columns for the products, so that at the end of the 
quai’ter or half-year the amount of the Interest can be calculated. 



Particulars. 



Dr 

Balance 

No. of 

Debit 

Intereiit 

Credit 

Interest 












Daji. 

Products. 

l*roductM. 

1900. 


£ 

6 . 

d. 

£ 

8. 

d. 


£ 


d. 


£ 

8 . 

d. 

£ 

8. 

d. 

Jan. 1 

Cash . 




300 

0 

0 

Cr. 

300 

0 

0 

9 




2,700 

0 

0 

,, 10 

To Cheque, 



















J. Brown 

100 

0 

0 





200 

0 

0 

2 




400 

0 

0 

M 12 

J. Smith . 

100 

0 

0 




.1 

100 

0 

0 

3 




300 

0 

0 

15 1 

8. White. 

400 

0 

0 

1 



Dr. 

,300 

0 

0 

S 

1,500 

0 

0 




M 201 





600: 

i 

0 

i 

0 

cj 

300 

0 

r 








To Interest to date at 5 per cent 48. Id. 

By Interest on Qredit Balances at 2 per cent Ss. 8d. 
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In order to obtain'thp amount of Interest for one year it is necessary 
to multiply the product by double the rate per cent, and divide the result 
by 73,000. 

Another form of Ledger would show the debit and credit l)alances,. 
and also the amount of Interest on such balances ; — 


i 

Date. 

L’articulai-t*. 

Dr , 

( 

It 

Dr Cr Iiitm'st. 

llalancf. Ri lance i I'r 



' -fe H. <1. 1 

k 

K. <1. 

t H. '(1. £ h. (1 1 t S. i4. 

1000. 

Self . 

' 100 0 ! 0 1 


1 

1 1 , ! 

Jan. 2 ! 

Caah . 

I 1 1 

; 1 


0 0 

1 

' ^ 400 00 ' j 

i 1 ! 


Dkposit Accounts. 

Wo have described an ordinary transaction on Current Account, 
but there is another class, entitled “ Deposit Accounts”. 

It is usual to allow interest on such accounts, and the rate in 
London tluctuates with the Bank of England rate of discount. In 
order to provide a margin for the Banker’s profit, there is usually a 
diffetence of li per cent, between the Bank and Deposit Kate; for 
example, if the official rate is 4 per cent., the Bank allows 2^ per cent. 

When a Deposit Account is opened a receipt is issued in the 
following form, v)Z., Received from John Evaus ^ Co. the sum of one 
hundred pounds for one year to boai Interest at the rate of 34 per 
cent, per annum for that period only from the 1st inst. 

The amount received can bo credited through the Cash Book, but 
it is usual to have a separate Cash Book to show the transactions on 
Deposit Accounts, which are a record of the daily receipts and with- 
drawals. 

Another book is kept for the purpose of showing the number and 
particulars of Deposit Receipts issued, as follows : — 


DEPOSIT KECEIPT HOOK. 


Date. 

Number. 

Name and Address 

j 

.Vmouiit 1 

1 

^1 

Interest Totiil with^ 
Paid. 1 Interest. 

Date of 
Payment. 

1900. 
Jan. 1 

1 

John Evans & Co. . 

£ L.’d. 

500 0 0 

£ 8.d.| 

ii 

! ' 

1 1 

£ 8.’ 

1 

1 

d. 

1900. 
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If the depositor has a Drawing Account .the transaction can be 
effected by means of a debit and credit entry through the Transfer 
Book as follows : — 


CreaU Current Account 


I i 

8. j a. 

Debit Deiwsit Account 


8. 

a. 

by J. Evans cfr Co. . 

100 

! 0 ' 0 

' i 

to J. E\ans A Co. . 1 

100 

0 

1 . ! 

0 


The effect of this transaction is to diminish Deposit Accounts by 
£100, and to increase Current Accoun's by the said amount. 

The daily entries from the Deposit Cash Book are posted in the 
Deposit Ledger, because it is more convenient to keep them distinct 
from Current Accounts 

The Ledger is in the following form : — 

J)KPOSIT LKDGEK. 

John Evws iV Co. 

Date ' 'too'' from , n, C,. Cr B,il mee ' Interest. ' Noticen. 

DqH'Hit. I j 

I I 1 

iiioo. ' £ H. (1 t s. a ' £ H. la. £ H. a. i 

Jim. 1 To Deposit . oOO 0 [ 0 riOO ,00 , | 

„ 0 ' From Deposit j 100 0 0 j 400 , 0 j 0 i | 

iMi’KitsoNAL Accounts. 

There are many accounts of an impersonal nature which may lie 
kept in the General or Impersonal Ijedger. 

The following accounts may l>e descrilxid as Impersonal, and are 
necessary to carry out various hankmg operations : — 

J3ills for Collection. 

Country Cheques. 

Country Cheques sent by Post. 

Clearing Account. 

Scotch Cheques Collection Account. 

Irish Cheques Collection Account. 

Coupon Account. 

Dividend Account. 

Suspense Account. 

Salaries Account. 

These Accounts are utilised for the following purposes 

Bills for Ccllection. — This account is used for the purpose of re- 
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cording entries of Bills sent to all parts of the world for collection, 
the proceeds, less commission, being credited to customers’ accounts. 

Country Cheques. — Several accounts are opened in the Ledger 
under this heading for the purpose of settling differences which arise 
from a variety of causes or for the purpose of crediting customers’ 
accounts on receipt of country cheques at once, although the proceeds 
are not received until two days after when they are paid through 
the Clearing House. If sent by post another account is opened in the 
Ledger for that pui-pose. 

Scotch and Irish Cheque Accounts record all cheques received 
for customers’ credit which are sent to Scotland and Ireland for 
collection. 

Coupon Account is a record of transactions on account of 
coupons sent out for collection. On receipt of cheques in payment of 
the same, this account is credited and the amount subsequently passed 
to customers’ accounts. 

Dividend Account is used foi ciediting dividends received on 
behalf of customers when only one cheque repiesents many divi- 
dends so that it is necessary to apportion the tame to the separate 
accounts of customers, which is effected by means of debit and credit 
entries. 

Salaries Account is utilised for the payment of salaries monthly, 
when the accounts of the Staff are credited This account remains 
debtor for three months when the Charges Account in the General 
Ledger is debited and Salaries Account credited. 

Suspense Account is a useful one, because there are many effects 
received which cannot be dealt with without further particulars, but it 
is desirable to credit such effects at once. 

This account can also be utilised for ciediting the proceeds of 
drafts sent for collection when ceitain charges have to lie deducted, 
the customers’ account being credited with the amount received lesS 
the charges which are credited to Commission Account. 

There are other Collection Accounts which record operations with 
various Banks throughout the country, for Cheques and Bills sent for 
collection to the branches of otlj^r Banks and the proceeds remitted for 
credit through the Head Office of the remitting Bank. 

In the case of a branch an advice is sent stating that the amount 
has been paid to its Head Office. 

If a customer wishes an amount placed to his credit at Birmingham, 
where the bank has no branches, the Agency Account of the Bank 
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which has an office in that town is credited and the customer’s account 
debited. 

The payment is effected through the Head Offices of the two 
Banks. 

In a similar manner credits are received by various Branch Banks 
for customers of other establishments, and such transactions are carried 
out by means of payments to the Head Offices of the Banks concerned. 



rjiAPTEK VI rr. 


THE CLEAUING SYSTEM 

Thk collection and payment of cheques has been simplified by the 
introduction of the Cleariuf^ System which is now' in operation both 
in London and the lar^'e provincial towns 

The Waste Book already described has sectional columns, the 
first beiuf^ designated “Clearing”. Most of the cheques paid into a 
Tjondon Bank are entered under this column. 

Before the Clearing House W'as established the payment of 
cheques was effected by means of bank notes and coin. Clerks from 
various banks met daily in 1775 at a room in Change Alley, but as the 
work increased it w'as found desirable in 1805 to have larger premises 
which were rented from Messrs. Smith, Payne k Smiths. 

Another event occurred in 1814 when the Clearing House was 
removed to its present position in Post Office Court, Lombard Street 
In 1854 a better system was adopted ; as each Bank had a 
drawing account at the Bank of Ihigland the payment of differences by 
means of coin and bank notes was avoided. This was effected by 
opening an account entitled “ Clearing Banks ” at that institution, and 
the daily balances of cheipies receiv^jd or paid were adjusted by trans- 
fers to the Clearing Bankers’ Accoimt. Each Bank had either to 
receive oi’ pay a certain amount so that a transfer at the end of the 
day completed the transaction. The system of clearing is quite 
simple : for example, Bank A holds cheques dmw'n upon Banks B, C 
and D, and similarly Banks B, C and D hold cheques drawTi upon A. 
The following illustrates the w'orking of the system : — 

THE SYSTEM OF CLEARING. 

A. I B e. 1 l). 


Choqaes Ar Bills— 
£500 upon B . 

1 

1 £200 uiwn A 

. 1 £80 upon D 

! 

£150 upon G 

200 „ C . 

100 „ C 

. ' 200 „ B 

1 00 „ B 

100 „ D . 

1 60 „ D 

. ' 150 „ A . ! 

1 400 ., A . 

£800 

i £850 

1 

1 £430 1 

£610 


"( 62 ) 
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£200 . 

A’s ACCOUNT. 

. . . ii . . . 

. £500 

150 . 

C . . . 

. 200 

400 . 

D . . . 

. 100 

— 


— 

£750 


£H00 


In the above case A has to receive C800 and to pay £750 : the 
balance due to A, rc., £50, is liquidated l)y a tninsfer at the Rank 
of Eu'^land ; similarly, the accounts of 11, (1 and D are settled by 
means of debit and credit entries. 

The work of the Clearing' House has increased to such an extent 
that it has been found desirable to have four distinct clearings every 
day. 

The first is known as the “ Metropolitan " and consists of cheques 
drawn upon the branches of Clearing Banks situated within a large 
area of the Metropolis as well as several Non-Clearing Banks who 
have Agents at the Clearing House. Such cheipies must be delivered 
before lO’O a.m. 

The second clearing commences at 10 30, and consists of cheques 
drawn upon the Head Offices and certain ('ity Branches of (bearing 
Banks received through the post, and also Bills of Exchange which 
have matured. 

The third is the Countr) Clearing, and consists of cheques drawn 
upon Country Banks or country branches of Metropolitan Banks. 
These are presented for payment to the London Agent of the Country 
Bank or the Head Office of a Metr<)|)ohtan Bank, and are then for- 
warded by post to the Bank ujion whom drawn. 

Payment of Country checjues is made on the third day after pre- 
sentment at the Clearing House, 

The fourth, or second Town Clearing, commences at 2’30 p.m., 
and concludes at five minutes past four, when the House is closed. 
This Clearing consists of cheques drawn upon the Head Offices and 
certain City Branches of Banks which are members of the Clearing 
House. 

Clearing cheques paid into the Bank during the day and not 
presented at the second Clearing are sent to the House for the fourth 
or last Clearing. 

In order to facilitate the sorting of Cheques, they are .stamped 
with the letters M, C and T in the left-hand corner which denotes the 
three methods of Clearing. 
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Cheques received for customer's credit and drawn upon Clearing 
Banks should be entered separately upon the paying-in slips in order 
to facilitate the work so that the tolal amount can be entered at once 
in the clearing columns of the Waste Book. 

Tbe next procedure is to hand them to the Clerks known as “ Out 
Clearers " who have books ruled with the names of all the Clearing 
Banks at the top of each column, and marked Debtor. 

The ruling of these books is as follows ; — 


lltirclny 


1 

liloyilM. 


London City 
and .Midland. 


Robarts 


U 


1 

1 

d. 1 

1 

£ 


d. 

£ 


d. 


! 

d. 

80 

0 

0 

30 

0 

0 

100 

0 

0 

150 

1 0 

0 

‘20 

0 

0 

‘20 

0 

0 

5‘2 

0 

0 

00 

i 0 

0 

GO 

0 

1 ^ 

1 ‘2-2 

0 

0 

10 

0 

0 

30 


0 

20,034 

0 

0 

r),<)‘22 

i ^ 

0 

.')9,H38 1 

0 

ij:. 

8,7(50 

1 0 


20,200 

0 

0 

(5,000 


0 

00,000 

0 

1 ^ 

9,000 

p; 

0 


When this has been done the cheques are sent to the Cleaiing 
House where they are delivered to the Clerks of the respective Banks 
upon whom drawn, and the total of the Out Clearing Books must agree 
with that under the heading of “ Clearing " in the Waste Book. 

The Clerks at the Clearing House are known as “ In Clearers ”. 
The books in use are ruled similarly to those already described, and 
marked Creditor, but the name of the Bank which the Clerks represent 
is omitted from the books. 

The cheques are then entered under the respective headings of 
the Banks represented in the House. When the Clearing is closed the 
amounts of the cheques are added, and the totals must agree with the 
books of the " Out Clearers " which are sent to the Clearing House for 
the purpose of being verified. 

There are three methods of verifying the Clearing entries since the 
Waste Books, Out Clearing Books and In Clearing Books must agree. 

With regard to cheques drawn upon the Bank known as “ In 
Clearing,” it is usual to enter them in Supplementary Cash Books, the 
totals of such cheques being entered into the Paid Cash Books at the 
end of the day. These Supplementary Cash Books must of course 
agree with the Clearer’s Books at the Clearing House. 

When the amounts have been agreed at the Clearing House, the 
totals are entered upon a Summary Sheet, of which the following is a 
specimen 
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UNION OF LONDON AND SMITHS BANK, LIMITED. 


Debtors 


(.’reilitors. 

£20,200 

Barclay 

. £10,000 


Bank 

1,000 

2,000 

Capital and Counties .... 

l.OOO 

10,000 

County and Westminstei 

17,(100 

20,000 

Glvn 

10,800 

10,000 

Joint 

8,000 

(1,000 

Lloydn 

.'>,000 

(;o,o(M) 

London Citv and Midland . 

.18, 000 

18,000 

London and South-WVstern . 

20.000 

r),ooo 

Martin 

4,000 

4,000 

Metropolitan 

.l.OOO 

(1,000 

National 

1,000 

20,000 

National Trovincial .... 

2.>.0i)() 

20,000 

Pan a 

10.000 

10,000 

Bobarts . . ... 

0,000 

1,000 

Southwark 

2,000 

3,000 

WilliniUH . .... 

2,000 

10,000 

Country Clparinp 

8,000 

20,000 

Metioiwlitun ClcaiiiiK .... 

22,000 


Clearing House DifTcreiices Balance 

(1,000 

£2.')U2bb 


£2.14;2b(T 


It Will be noticed that there are two columns for amounts to be 
received from or paid to the Clearin'; House. The names of all the 
Clearing Bankers appear on the Sheet, and the balances on account of 
the Country and Metropolitan Clearing are entered last, together with 
differences which have arisen at the Clearing House. 

The Bank of England delivers cheques for payment through the 
Clearing House, but cheques drawn on that institution are not cleared 
but presented for payment direct. The account shows a balance of 
£6,900 due from the Union of London and Smiths Bank, Limited. 
Each Bank has an account at the Bank of England. There is also an 
account designated Clearing Bankers’ Account kept by that institution. 
If the balance has to be paid by any Bank a white transfer ticket is 
made out authorising the payment from the Bank’s Account to that of 
the Clearing Bankers. 

On the other hand, if the Bank has to receive the balance, a green 
ticket is used authorising the payment from the Clearing Bankers’ Ac- 
count to the Bank which is credited with the amount. 

When these tickets are made out they are signed by the Inspector 
of the Clearing House who certifies that the statement is correct and 
are then delivered to the Bank of England where the necessary transfers 
are made. 

The following are specimens of the green and white tickets ; — 
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WHITE TICKET. 

SKrTI,EMKNT AT THfc Cl.KARINO HOL'SE. 

London', l.s/ January, 1909. 

To tho CashiorH of the Hank of England. 

. He pleased to transfer from our Account the sun; of i6,900 and place it to 
the credit of the Account of the Clearing Hankers and allow it to be drawn for, by 
any of them (with the knowledge of either of the Inspectors signified by his 
countersigning the Drafts). 

£6,900. 

IkvK OF Exor.tND, 1st Janmry, 1909. 

A Transfer for the sum of £6,900 lias this evening been made at the Hank 
from the Account of Union of Lomiou and Smiths Hank to the Account of the 
Clearing Bankers. 

For the Hank of England. 

£6,900. 

This Certificate has been seen by me, 

Insi)ector. 

GllEEN TICKET. 

SKTTl.KMKSr AT THE Ci.EVUIN’Il Hot'SF. 

London, 1st Jannaty, 1909. 

To the Cashiers of the Bank of England. 

Be pleased to credit our Account the sum of 
out of the money at the credit of the Account of the Clearing Hankers. 

£ 

Seen by me, 

Inspector at Uu- (’kannq House. 

Hank of Ennh.ami, 1st January, 1909. 

The Account of the Bank has this evening been 

credited with the sum of out of the money at 

the credit of the Account of the Clearing Bankers. 

For the Hank of England. 

The Summary Sheet shows a balance of £6,900, the Bank’s 
balance at the Bank of England would therefore be decreased by that 
amount. 

The whole of each Bank’s tmnsactions at the Clearing House may 
be summarised in a book as follows : — 

CLEAKING HOOK. 

Received Clearing. Paid Clearing. 

Received Country Notes for col- 


lection .... 

. £1,000 

Barclay .... 

400 

Lloyds .... 

200 

London and South-Western 

400 


£2,000 


Morning Clearing. 
Bills . . £6,000 

Cheques . . 4,000 


Paid Cash Books 

. £253,200 

— 

10,000 

Paid Notes 

800 

Received Cash Books . 

237,300 

Returns 

150 

Bank of England 

6,900 

Clearers’ Difference 

50 


£254,200 


£254,200 
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It will be noticed that the accounts balance by means of a transfer 
at the Bank of England of £6,900. 

The amount received for Country Notes remitted by post for collec- 
tion, viz., £1,000, is included in the Received Cash Books, hut as Bankers’ 
Payments are received it is usual to make an entry of the transaction 
in the Clearing Book. 

The account shows that cheques drawn on the Bank for £247,300 
have been paid through the Clearing House ; as Agents for Country 
Banks, notes for £800 have been paid, and the amount of £150 repre- 
sents cheques returned for various reasons such as irregularity of en- 
dorsement or no funds. 

The work of the Clearing House is very considerable especially 
on Settling Days, and as there are differences, in order to balance the 
books it is necessary for each Bank to open a Suspense Account to 
adjust the same. 

The Clearing Book shows a difference of £50, which is subsequently 
adjusted through the Clearers’ Differences Account. 

On the received side of the account the amount of bills and cheques 
paid in for customers’ credit amounts to £254,200, leaving a balance 
on the paid side of the account of £6,900 which is liquidated as already 
explained. 

The returns must l)e delivered at the Clearing House before 5 
p.M. on the day when the cheques are presented for payment. 

Unpaid country cheques are returned direct to those Banks whose 
names appear on the crossing ; at the same time the London Clearing 
Agents are informed of the fact so that the nece.ssary entiios can be 
made in the books. This is carried out at the dealing House by 
debiting the Banks who presented the cheques, because the country 
banks who originally remitted them to London for collection are 
credited for the whole amount of the remittance. 



CilAPTl-ni IX. 


The Daily Dalance. 


When we conHidcr that in the course of a day 50,000 cheques are 
sometimes paid into a Dondon Bank for collection, it is manifest that 
in order to agree the accounts there must he a perfect system of check 
upon the entries. 

This is carried out by means of the daily balance and the sub- 
division of the otfects received for customers’ credit as shown in the 
Waste Book, so that each subdivision can be separately agreed. 

The whole of the day’s transactions may be summarised as 
follows 



£ 

R. 

a. 


£ 

s. 

a. 

Balance of Cash last 




Paul Cash Books . 

20,000 

0 

0 

night , 

25,000 

0 

0 

Balance of Cash to- 




Beceived Gash Books 

40,000 

0 

0 

night . 

45,000 

0 

0 


65,000 

"^1 

0 


65,000 

0 

0 


From the above statement it will be noticed that by taking the 
balance of the previous night and adding the totals of the Received 
Cash Books, we get the gi-and total of Cheques, Notes, Bills and 
Money received during the day. 

On the other hand the total of such articles paid, together with 
the balance of cash in hand, should equal the amount on the received 
side of the account. The balance of'cash would include not only coin 
and bank notes but also cheques which have not been presented for 
(68) 
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payment. When necessary further particulars can be given and a trial 
ticket prepared as follows 


Amount of Cash Books 
(Money and Notes) . 
Received Cash Books 
Received Discount Cash 
Book 


: £ 

8. a. 


£ 

B. 

d 


1 

Amount ot I’lvid Cash Books 

7*2,000 



10,000 

1 

[ Discount Cash Book 

j 30,000 



100,000 

1 

1 Clearinj; Book 

' 20,000 




1 

i Walks .... 

1 5,000 



.50,000 

1 

Money .... 

1 5,000 





Notes .... 

I 2.5,000 




' i 

1 Bank of Eiif'laiul Chetjues 

! 2,000 



1 

1 j 

Cheques unpaid . 

1,000 



lf)0,000 


i ! 

i(;o,ooo 




In the above form the Discount Cash Book would be a record of 
all entries with respect to loans and bills discounted. 

The Chief Cashier is responsible for coin and bank notes ; with 
regard to the former there are two distinct amounts dealt with, vis., 
coin received and paid to customers. 

The Receiving Cashiers hold a certain sum which every day is 
increased by the amount received, and the Paying Cashiers always re- 
tain in their tills coin sullicient for the requirements of the business. 

When the amount falls below the balance usually retained it can 
be increased by a transfer from the Iteceiving (Jashiors or additional 
stock may be obtained from the Bank of England. 

At the close of business the amount held by the Receiving 
Cashiers must be the balance of the previous night added to the 
amount received during the day as shown in the Cash Books and Waste 
Books. 

In a similar manner the balance held by the Paying Cashiers 
should be the amount of the previous night added to that received 
from customers or the Bank of England, less the amount paid. 

In order to check the money it is the duty of an oflicial to take 
out the totals of amounts received and paid from the Receiving and 
Paying Cashiers’ Books in the Money Book, the balance of cash re- 
maining should be the amount required to balance the Iwoks after all 
the banking operations of the day have been recorded. 

Bank notes are checked by the same method, the balance of the 
previous night being taken, and to this is added the amount of notes 
received On the other hand the amount of notes paid is recorded, and 
to this must be added the balance of notes in hand, the two sides of 
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the account should then agree if the entries have been correctly 
made. 

We have noticed that the Waste Book has separate columns for 
Money, Notes, Walks, Clearing, and Cheques drawn upon the Bank, 
so that it is possible to agree the totals of such articles against the 
amounts in the books in which they are subsequently entered. 

The work in connection with the daily balance is greatly facilitated 
if the totals of cash received and paid as well as sundry transfer entries 
are entered in a book entitled Cash Summary or Transfer Book, The 
Credit of John Evans k Co, for £530 would be included in the total of 
the Cash Book which may l)e sub-divided into sectional parts as shown 
in the specimen page at the end of this chapter. 

The Deposit of £500 by the same firm is also shown by means of 
a transfer entry from Cuirent Accounts to Deposits, the result iieing to 
decrease Current Accounts by that amount ; in a similar manner the 
loan transactions are recorded. 

The final entries in the Journal or General Cash Book of the Bank 
cannot be made until the daily balance of cash is correct when the two 
sides of the Cash Summary Book should agree. 



Saturday. Notembei , 190 >. 
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CHAPTER X. 


Bills of Exchange. 

Billsiof Exchange are utilised for the purposes of trade and cora- 
tnerce, and as a rule negotiated and paid through the medium of 
Banks ; it is therefore necessai-y to describe the books required for 
the purpose of recording bill transactions. 

There are three distinct classes of such documents, viz., (1) 
Bills collected or paid for oustoniers ; (2) Bills purchased or discounted ; 
(3) Bills accepted on behalf of correspondents. 

Bills lodged for collection are designated “ short ” in order to dis- 
tinguish fliom from bills discounted. They are usually left a fewdajs 
before maturity : the Bank undertakes to collect them when due and 
to credit the customer with the proceeds. When lodged they are 
credited in a Bills Receivable Book, which is a record of the amount, 
name of acceptor, and due date of the bill. From this book they are 
credited to an Impersonal Account in the Ledger, called Bills for 
Collection Account, and when paid the account is debited. 

Thus the process at the maturity of a bill is as follows : Bill 
Account is debited and the customer’s account credited. A complete 
check on the fjedger can be etlected by marking off the entries against 
the bills held. 

The total amount held is shown in this Impersonal Account. 

Another method, however, is to dispense with the Bills Receivable 
Book and to open an account for each customer in the Bill Ledger, 
which is ruled as follows 

BILL LEDGER. 


Date. 

When Due. 

Auiuiint. 

Accept<*r 

Delitor. 1 Creilitur. . Ralance. 



£ 

a. 1 (1. 


1 ^ 

8.1 d. £ 

8. 

d. 



100 

0 ' 0 

0 1 0 


... 

.. ...1 ... 





200 

! 

1 

... 

1 i 





500 

0 1 0 


1 800 

6| 6 ! 800 

0 

6 






1 1 

i 

1 


( 72 ) 
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The next process is to enter the bills in a Diary or Journal, 
which has a separate opening for each day in the year, and is in the 
following form : — 


BILL DIARY. 


Ledger Folio 


Name of Acceptor. 


Folio. I 


Name of Customer. 



Amount. 

£ i .. ! d. 


In order to trace the entries the folio number of the Bill Ledger is 
stamped upon each bill, and when the bills are paid the Current 
Account Ijedger folio is inserted in the margin of the Diary. 

The bills are soiled so that each customer’s are placed together in 
order of date on which they mature. As those documents mature the 
Bill Ledger Accounts are debited and Bills for Collection credited, 

It is very important that bills should be presented at their due 
dates, because if this is not done the banker is liable for loss or damage 
in consequence of his neglect, and in order to prevent mistakes great 
care must bo taken. 

It has been already stated that the liills are checked against the 
original entries in the Diaries ; but, in addition to this, the cashiers 
credit the totals of Bills in the Cash Books, so that if bills were 
not presented for payment the daily balance would be incorrect. Again, 
the Ijedger-clerk credits the customer’s account with the amount of 
bills due from the Diary, and, consequently, the Cash Book and Ledger 
would not agree if the entiies had not been made in such books. 

The second class of bills, ciz., those discounted for customers, 
are of great importance, since the Bank becomes the purchaser, and 
may be liable for the loss which would possibly arise in case such bills 
should be dishonoured at maturity. 

With regard to the book-keeping in connection with bills dis- 
counted, it is usual to have three sets of books, viz., Discount Begister, 
Discount Diary and Ledger. The Diary would be the same as already 
described. The^hRegister contains all particulars of the bills which 
are credited as cash to the customer’s account. Bill Discount Account 
at the same time being debited. 
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They are also entered in the Ledger, which is as follows 

DISCOUNT LEDGER. 

John Evans & Co. 


Date. ! 

Acceptor. 

Date when Due. ! Dr. ! Date. 

Cl 

Ihilance. 

1909. 


1 £ 1 B. i a. 1 

£ 

p. a. 

£ 

p. 

a. 

Jan. 1 

Jones 

4 April . . 1 .)00 ' 0 1 0 



500 

0 ! 

0 


As the bills mature the Ledger is credited from the Diary. 

In a large Bank it may be found convenient to have a Supple- 
mentary Cash Book for bills discounted and loans, so that the daily 
transactions on these accounts may be recorded. At the close of the 
day’s business the totals of this book are carried into the Cash Sum- 
mary Book, which is a complete record of all the financial operations 
of the Bank. 

, When a separate Cash Book is utilised the transactions would be 
t shown as follows in the following form : — 


DISCOUNT CASH BOOK. 


•2ni) Januuiv, lOUO. 


1900. 


£ Is. 

a. 

Jan. 2 

W. Brown— Loan 

{ 



paia off . 

.500 lO 

0 


Bills Disoountea, 




miiturea as per 




Diary 

1,000 |o 




1,.500 j 0 

1 L 

1“ 

□ 


1900. 


£ 

Jan. 2 

Loans Krantea— J. 



Evans on aomana 

GOO 


Suiulry Bills Dis- 



countoa 

2,000 



2,600 


CASH SUMMARY BOOK. 


1900. 


£ 

Jd. 

1900. 

1 Discount Ca«h Book 

£ 

! 

s. 

d. 

Jan. 2 

Discount Cash Book 


1 

Jan. 2 



i 



total . 

1,500 

0 0 


total . 

2,600 

0 

0 


J. Evans— Loan on 

i 


W. Brown — Loan 





Demand 

600 

i i 

0 0 

i 1 


paid off . 

500 

0 

0 


From the above we observe that J. Evans & Co.’s Current 
Account is credited with a loan of £600, and in addition this firm has 
discounted a bill for £500 as shown in the Ledger. The sum of 
£1,000 received for bills discounted and paid at maturity would be 
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shown in the total of cash received during the day ; if the bills were 
payable at Clearing Bankers, the total amount to be received from the 
Clearing House would be increased by the said sum. 

On reference to the Discount Cash Book it will be seen that the 
principles of double entry are carried out for the various transactions, 
so that each debit in the Discount Ledger has a corresponding credit 
in the Current Account fjedger. 

The third class of bills, viz., those accepted on behalf of 
customers or foreign correspondents, and known as Acceptances, are 
somewhat important, because such bills appear in the statement of 
accounts of the leading Joint Stock Banks as liabilities of considerable 
magnitude. 

On reference to those it will be noticed that the Acceptances 
appear on both sides of the account; this is necessary because 
although they form an item as a liability yet at the same time the 
Bank holds coiresponding assets possilily of higher value. 

With regard to the J3ook-keoping Cfinneoted with Acceptances the 
first procedure is to enter them in an Advice Book when the customer 
or foreign correspondent advises that the bills have been drawn. 

ADVICE DOOK. 


Name. 

Nuinlter. 

Tfiiii 

Due D.ite 

J. JonoH 

50(1 ' 

3 montliH 

4 March 


f b. ' (L 

100 0 I 0 


The bills are also entered in the Advice Diary Book which is 
similar to that used for Discounts or Short Bills, and when accepted 
are discharged. 


ADVICE DIAUY HOOK. 
4th Mkbch, 1000. 


Nurabm of BUI. 

Advice. 


Discharge w hen Accepted 



1 £ 

s. j 

d. 

' £ «• 

d. 

m 

100 

0 1 

0 

, 100 1 0 

1 i 

0 


The Acceptance Draft Journal gives a complete record of the Ac- 
ceptances and is kept in the following manner ; — 
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The total amount accepted on behalf of each Bank or corres- 
pondent is entered in the Acceptance Ledger, the balances show- 
ing the liability on each Correspondent's Account. 

This book is in the following form ; — 

MICHIGAN BANK. 



Bills are also entered in the Acceptance Cash Book for the purpose 
1 of check ; the total of this book must agree with the Advice Diary Cash 
Book. 

When the General l^edger is considered it will be seen that all the 
transactions on Acceptance Account are recorded by means of two 
adbounts, viz., Bills Payable Account and Acceptance Account. 

The total amount accepted daily is debited to Acceptance Account 
ftud the total paid is credited to Bills Payable Account ; so that the 
balance outstanding shows the liability of the Bank for Acceptances. 
These are Impersonal Accounts and do not affect the amount of cash 
held. On the maturity of the bills the amount is debited to the 
Current Accounts of the drawers, Gash Account being credited. Tijje 
process is practically the same as when a cheque is paid on an ordinary 
Current Account. 



CHAPTER XL 


LOANS. 

Tflia loan transactions may be .subdivided and if necessary separate 
Ledgers utilised for each class. 

For example, loans to Stockbrokers, Billbrokers, and Customers 
generally require books showing the securities deposited as cover. For 
this purpose a Journal is required which gives the necessary particulars 
of all securities deposited or withdrawn, and from this book the various 
entries are posted in the Ledger. 

The Ledger is also a record of the advance, the customer’s current 
account being credited and his account in the Loan Ledger debited : ! 
he is therefore a creditor in the CuiTent Account Ledger and a debtor 
in the Loan Ledger. 

When a loan is granted an entry is made in a Diaiy of the 
due date, and in the ordinary way the loan is discharged at maturity 
unless the customer obtains a renewal for a further term. 

The total amount of loans entered in the Ledger represents the 
jadvances to customers and appears as a part of the assets in the 
balance statement of the Bank. 

All Securities lodged as cover for loans are carefully examined in 
order to ascertain whether they are negotiable and the Bank's title to 
the same is valid. 

The Securities deposited are usually of the following description : — 
Bearer Securities. 

Registered Stocks and Shares. 

Inscril^ed Stocks, 

Leasehold Property. 

Freehold Property. 

Life Insurance Policies. 

Guarantees. 

Warrants for Produce. 

If the Securities are in order they are delivered to the Securities 
Office for safe custody. 


( 79 ) 
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^*^""5 1500 _ ; '^0 Jan. 5 U o o x^m’tied B^nds 101 £1,010 
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Warrants representing tea, cotfee, sugar, spices, drugs, or other 
commodities deposited as security for loan require a subsidiary Ledger 
giving full particulars as follows : — 



\inount 

Cufitouier's 

i 

Warrant ' 
Nuuilwr. 1 

Rent 

Description. Weight 


j 

Date 

Date. 

of 

Wamnt 

laat 

Price. 

Value 

of 


Loan. 

Number 

paid 


! 1 

Delivery. 

t 

Jan. 10 


1 ,'■^1 

21.220 

nos 

Tea j 070 lb. 

1H.2J.1 

1 1 

1 



6 



CHAPTEH XII. 


SI^CdaXlEH. 


All Securities, whether the Eank’s property or held on belialf of 
customers, are kept in the Securities Department where a complete 
set of books is necessary in order to record all transactions connected 
with such documents. 

The daily receipts and deliveries are shown in tlie Journal and 
posted from this book into the Tiod^^er which contains all particulars 
respecting the Securities. The Journal in a large establishment may 
be divided into two sections, viz., for securities received or delivered. 


SKClUtITIES JOrUNAIj ItKCHIVEl). 



Name 

Amount 

Dewriptioti 

Folio From whom Ueci'ivod. 

1909. 
April U) 

Win, Smith 

lilO.OOO 

Rm/ilian 5 per 
eent. Ronds 

20 j John l''.van8 A Co. 

j 


SECURITIES .JOURNAL DELIVERED. 

Lute. 

Name 

Ammiiit. 

Description. 

Folio, 1 To wliom Delivered 

1909. 
May 5 

E. .Jones 

£1,000 

Chilian •'i per 
cent. Ronds 

, 

30 ' Robinson A Co. 





' _ 


The entries from the Journal are posted in the Securities Ledger 
which contains a complete record of the customer’s property. If the 
transactions are numerous it may be convenient to have separate Ledgers 
for Bearer Securities, Eegistered Stocks, Deeds and Boxes left for safe 
custody. The following is a 8})ecimen Ledger for Bearer Securities. ' 
(H‘2) 
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WILLIAM SMITH. 

Atnouiit. Itiilanco, 


£10,000 

• 2,000 

£»^,000 

A set of books is required for tlie collection of coupoiis, but such 
l)Ooks only contain a rcf^istcr of the names of the customers with the 
amount of coupons less tax which are credited to customers’ accounts at 
maluiity. 

This is effected bj means of dockets which are delivered to the 
Keceivin^' Cashiers who credit the customers’ accounts by debiting 
Coupon Account ; it is also desirable to keep a register of the dates 
\\hen coupons mature. 

As a great number of Bonds are redeemed by annual drawings, 
it IS necessary to examine the published lists carefully in order to 
present drawn bonds for pajment without delay, as interest ceases from 
the date of redemption. 

KlCGISTUATtON OP STOCKS AND ShAUKS. 

Many of the London Ikinks, including the Jlank of England, 
undertake the registmtion of Stocks and Sliares, it is therefore desirable 
to explain the book-keeping to carry out such work. 

There are two systems in use which may be designated as the 
J^ook and Deed Systems. 

The first method of registration is effected by means of a Ticket 
and Receipt. 

When a transfer is reejuired the Stockbroker employed makes out 
a ticket in the following form 

IJank (lay of l‘J00, 

From John Kvaiis of Glamorgan, Gentleman, £1,000 Liverpool Coiiioratioil 
Stock to George JoncH, of Bidefonl, Merchant. Examined 
Dr. fo. Cr. to. Transfer by 

The clerk refers to the Ledger and if the particulars with regard 
to the transferor are correct he makes the entry in the Transfer Book 
which contains a series of blank forms of transfer. The Stockbroker 


Date 

iKm 

April 


Description 
of Security 
Recened. 


Brazilian 5 pei 
cent. Boiida 
Nok. 10.500/(1 = 
10/1000 


£ 10,000 ' 


V*ai ticnlHrs of 
Secuiity Delnered 


: Sep. 


, £2,000 Hm/.ilian 5 
per cent Bonda 
10500/1 ‘2/1000 
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liai to prepare a docum3nt known as a Stock Receipt which contains 
particulars of the transaction in the following form : — 


LIVKllPOOL COUPORATION STOCK. il,000, c. DDf 
^ lOs. per cent. 

'■^^eooived this liny of IW.I of George 
JolK hereinafter called the stud Transferee the i 
sumwLnine hundred and ninety-three ixiunds fif- ! 
teen snt^lng^ being the consideration for one thou- j 
sand poun Is interest or share in the fnveipool Cor- 
poration lOs. per cent tiansferable at the Bank 10 

of England and all my Property and Interest in and J Com. 1 5 

Right to the same and the Dividends thereof by me I — 

this day transferred unto the same transferee. 1 1:993 15 

Witness my hand, 

WiinenH, 

The tranaferor signs this Receipt as well as the Transfer Book 
which is a formal discharge to the Bank. The Stock Receipt is then 
given to the broker who delivers it to George Jones, the buyer of the 
Stock. 

The transfer is a deed of conveyance, and the particulars are posted 
In the Stock Ledger ; a new account is at the same time opened in the 
name of George Jones. 

The Deed System is somewhat similar, but instead of a ticket, a 
•deed is prepared in the following form : — 

I, William Evans of HholVield Gentleman m consideration of the sum of Four 
hua Ire I poun Is pud hyElward Jenkins of Xewc.i.stle-on-Tyue Gentleman herein- 
after called the said Transferee <lo hereby bargain sell assign and transfer to the 
said Transferee Four huiidiel pma ls Consolidated Stock of and in the undertaking 
i.ille.l Liinolu Corporation Stock To hold unto the said Transferee his Executors 
Administrators and Asdgns subject to the several conditions on which I held t e 
same immediately before the Execution thereof and I the said Transferee do hereby 
agree to anopt and take the said Sto ik sulije it to the conditions aforesaid. As wit- 
ness our Hands and Seals this day of in the \c.vr of our Lord one thousand 
nine hundred and ten. 

Signed sealed and delivered by the above named William Evans 
in the presence of 

Signed Beale«l and deli\erod by the above named Edward Jenkins 
in the presence of 


Transfer Days : 
Monday, 
Tuesday, 
Wednesday, 
Thursday, 
Friday. 
HoUdayt 
excepted. 


When this Deed has been signed and witnessed by the transfemr 
and transferee it is lodged for registration with a Certificate represent- 
ing the Stock previously issued by the Bank to the transferor. 

No transfer is registered without the j)roduction of this Certificate 
which gives full particulars of the Stock held. 

When the Deed and Certificate are left for registration the particu- 
lars are copied into the Transfer Register, w'hich is in the following 
form 
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From A»hom Tninsferred. To whom Transferred. 

i 


Date of j 
Transfer. 

N.ime and 
.Vcldress 

^ r Name and 

Address 

Cr.fo Amount i 




1 

' J* 

! 8. J (1. ! 

i ' ^ 


With the exception of the Deed and (Certificate the two systems 
are identical, because in l^oth cases the particulars of the tiansaction 
must be posted in the Stock Ledger, which is as follows ; — 


EmVAUI) .TEN KINS. 


I'ate. 


I'ran'tfer 

No 


Kroni whom 
j Tranttferred 


I 


l*r <’r. 


liHlume HiM'ord of I’owera 

ofAtUuney. 



i 'k .1 t H .1.1 t R i.l 

1 400 0 0 ! too 0 0 


The names and descriptions of the Stockholders are entered from 
the Transfer Register, the Ficdger being similar to the Current Account 
fiedger. 

In order to pay the (juarterlyor half-yearly dividends a balance is 
struck on a particular day, either a fortnight or a month before the 
dividends are due, and all transactions after the specified dates are “Ex 
dividend ”. 

The \tsual method is to balance all the accounts in the Stock 
Ijedger and then ascertain ^^hether the total agiees with the amount of 
Stock issued to the public. 

If correct the particulars are copied in the Dividend Book which 
i-. as follows : — 


Amount 

of Stock ' W'' 

Income Net By whom 

Tax. Amount Hcceived. 

Datu 

Payment. 

£ ‘s. (1 £ 

' 

S. (1. 

£ 

8. 

_ 

d. £ 

8. (1. 


The interest is calculated on each amount of Stock, and the total 
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should agree with the half-yearly interest on the amount of Stock 
issued. 

When this has been done the Dividend Wamints are prepared and 
sent by post at the request of the Stockholders to their registeied 
addresses, or paid to a specified Bank. 

If the Book system is adopted the Stock can be transferred by 
means of a Power of Attorney which ol»viate3 the necessity of a per- 
sonal attendance. This Power bears a ten-shilling impressed stamp 
and must be executed by the Stockholder or Stockholders before two 
witnesses who must add their addresses and occupations. 

Powers of Attorney are usually in favour of a Bank or Stockbroker, 
and when lodged a personal attendance is necessary in order to make 
the transfer, when the Stock Ueceipt is delivered. 



CHAPTER XIII. 


AGENCY OF COUNTRY AND FOREIGN RANKS. 

The London Banks act as agents for Country and Foreign Bauk.s 
the book-keeping being similar to that for Current Accounts. 

The relationship between the Agent and the ("ountry Bank is tlio 
same as the Head Oflice and a branch ; the Country Bank is a creditor 
if it has a credit balance and vice rend if the account is overdrawn. 

The entri *s in the books of the London Agent would in every 
case be the reverse of those of the Country Bank. This is seen from 
the daily advice to the London Agent : -■ 

We wrote you on tlie and have since received your letter 
of the same date , and now enclo.se for the credit of the Bank, hills 
etc., value £10,000 and notes £500, total £10,500, also country checjiies 
value £12,000. 

Please honour the enclosed list of Drafts, amount £5,000, and 
Acceptances, amount £J,000 as per list enclosed. 

The Ledger Account would show a creditor balance for £10,500, 
but when the country che(|ues are paid this would be increased to 
£22,500. On the other hand, when the Drafts were paid this balance 
is reduced to £17,500. The London Bank is therefore a debtor to the 
Country Bank for £17,500. 

The Ledger Account would be as follows 

rank. 


Dr 

Cr. Dr KalADct’ 

Or Ralance 

1000 I £ s. d. 

£ 1 ». d. £ i H. d. 

£ j H. 

July 1 ! 5,000 0 1 0 

10,500 0 0 

5,500 1 0 ! 

„ 3 1 > ; 

12,000 0 0 ; 

17,500 1 0 1 

i ' 


There are two distinct accounts in connection with a Country 
Bank when Bills of Exchange are drawn upon the London Corre- 
spondent, viz., the Cash and the General Account. 

(H7) 
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The first named is the Ledger or Current Account of receipts 
and payments, but the separate items on the received side of the 
account only appear in a Supplementary Cash Book, the total amount 
being carried into the Ledger— a statement of the separate items being 
forwarded at the close of each day. The General Account, however, 
includes a statement of all bills sent for collection and bills drawn 
upon the Bank for acceptance. 

The General Account is kept in the following manner : — 


PayiiiciitH. 


Receipt s, 


Nov. 10 


I £ '«.!<!.' im i 

CaHh (all iteuiri paid' ! | [ No\. 10 
durinij; the day . 
aH hIiuvmi in the | ' 

licd^er Aocount, j ! | 

incliidinf' Accept- ; | 

j ancoH and pivid | j ' 

oheijUeH) . . , 20,000 0 | 0 1 

I Total of i)taflH ad- 1 j 
viaed to he pitid . .'),000 ' 0 ' 0 1 

llalanee. . . ; 2.'),000 0 O' 


£ a. d. 

CiiHh Iteceived i : 

dmln^; the i , 

day . . 40,000 0,0 

Hi I Ik remitted | 

fur collection , 10,000 0 ! 0 


' 00,000 0 0 i 


.">0,000 o'o 


Sliould the Country Bank have branches the above amount of 
£40,000 would include cash received for them, such sums being advised 
to the Ilea l Ollicc as well as to each branch. 

On the other hatul, the amount paid is advised to the lieatl Office 
alone, the branches being subsetpiently informeil of the amount on their 
Cash Account from the Head Office. It is usual to agree the General 
Account with the Current Account quarterly : this is done by making 
an abstmet of the bills not duo on the Iteceived side of the account, 
and an abstmet of the Dmfts not paid on the Paid side of the account. 
The balance of the outstanding Receipts and Payments added to or 
deducted from the Current Account should equal the balance on the 
General Account. 

The book-keeping in connection with /Voceptauces has already been 
described. 

The Drafts drawn on the London Bank are either on demand or 
at stated periods, and when the advice sheet is received the particulars 
are entered in the Advice Book as follows 
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Date 

Dnom. 

Period. 

tMicn Due 

j When Pa»d 

Accepteil. ^ Amount. 

19011. 
Jan. 1 

‘ No. 

Evans i 6500 

14 (lays 1 

Jan. 18 

! Jail. 91 

i iJ .. 

[ft. . 100 1 0 

i 


Letters of Credit— Circular NorKs. 

The issue of Circular Notes and liCtters of Credit is convenient 
for those travelliii},^ abroad, becall^e it ol)viates the necessity of taking 
coin and bank notes. 

The book-keeping in connection with the same is as follows : — 

An Account is opened in the Impersonal ficdger entitled Ijcttera 
of Credit, the customer's account being debited for the amount required 
and this account credited. 

Payments on Letters of Credit are made by foreign correspondents 
who draw' upon the Ix)ndou Bank, and when such Drafts are presented 
for payment they are debited to the Letters of Credit .Vccount. 

Attached to the Ijetter of Credit is a ruled form for recording the 
pay ments as follows - 


iXife 

Ry hIioii) Paid 

Aiiiouiit I’.iid 1 

ViiiDiuit in KianroM 

1909. 



£ 1 H. j (1. 

Jan. 5 

Cudil Lvoiinaix Paria 

One hundred poundh * 

100 1 0 1 0 


If the Letter of Credit is not exhausted the London Bank credits ^ 
tlie customer’s account with the balance wlien leturned. 

In a similar manner the Circular Notes Account is kept ; when ' 
the notes are paid abroad they are remitted for collection and debited 
to the account. 

The customer’s account is debited when notes are issued to him 
and the amount credited to the Circular Notes Account, and if there 
are any unused notes, the customer’s account is credited on their leceipt 
and they are cancelled. 

The balances of the two accounts named appear in the General 
Ledger. 



CllAPTEIi X[V. 


GKNKU/VL CASH IK)OK -GENKllAfi ()U [Ml’EUSOXAC LEDGHH. 


Thk various transactions on Current and Deposit Aocfiunts, liills lOf 
Exchange, and Ijoans, also on Account of Country and Foreign Banks 
have been de8cril)od, hut the totals must he recorded in a separate set 
of hooks whi(ih is a sumnury of the whole hanking operations. 

These entries are made in the Journal or General Cash Book and 
the General or fmpersonal Ledger, 

We have noti(x)d that a trader makes a series of opening entries, 
4 ind the same thing takes place in a Bank, the assets and liabilities, 
including the Profit and lioss Accounts, heing arranged in a definite 
order. 

The following is an example of such eiitrie-}, other accounts heing 
subsequently opened when reijuircd : - 


Assets. 

Cash. 

Dank u( EiikIiukI. 

IHIIh l)iH(!ouiik‘(l. 

Pi'oinluflory NoIoh. 
lioans. 

J Moiioy ftt Cill. 

Overdrawn .Wountw, 'rown. 

„ „ Country. 

AooeptaiKW Aooomit. 

Stamps on Che(juen. 

8uH|)tmHe Account. 

Interest Paul (Prutit and Ij 0 .sh). 
Charges ( „ „ „ ). 

Bank Promises. 

Invostnient Aooount. 


lAnbihtu’s. 

Cm rent Aiiouiits, Tiwii 
„ ConntrN. 

Biaiiflips. 

I)oiK>sit lUs'eipts. 

I jotters of Cmiit. 

Oiroulai Notes. 

Bills Payable. 

Interest Received (Piotit and Loss). 
Coininission ( „ „ „ ). 

Capital Aoi'onnt. 

Reserve Fund. 


Although the Reserve Fund is mentioned, this account would not 
€xist in the case of a Bank stttrting business. 

It will be noticed that the various Profit and Loss Accounts, such 
as Interest Paid, Charges, Interest Received and Commission are quite 
similar to a merchant’s accounts. 

The entries from the General Cash Book to the Ledger will be 

(90) 
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subsequent!) desciibed, but it is necessaiy to e\plain tiie accounts 
which appeal in the foinier 3 ' 

The Cash Book subsequently described is an illustration of liank- 
inj? operations on a larj^e scale, and contains a summary of the principal 
books in use. 

When the totals of such books have been earned into the Cash 
Book, the debtoi and cieditoi sides of the account will not agree until 
the mone) is taken into account , this consists of the balance of £(»/), 000 
fiom the pievious da) which appe,iis on the debit side, and the balance 
in hand at the close of the da\ which appeals on the ciedit side, of 
i.80,000 Unless evei} entij is collect the Gcneial Cash liook will 
not balance 

On lefeience to the daiU entiles in this book, of which a specimen 
Is given on jiage 94, it wull be noticed that Cash is Ihhtot toi all sums 
paid in and C)edilo) foi all sums diawn out, the op1> exception l)oing 
the Bank of Jhigland Account 

The vaiious \ccounts whicli iisuall} appeal in the Cash Book 
will now lie desciibed 

The fust entiles aieon (’uiient \ccounts which are divided into 
thiee gioups, n: , Town \ccoiints, ('ountiy \ccounts and Bianoh 
Accounts, the last name 1 lepiesenting the totals leceived fioin all the 
blanch establishments 

'fho Bank of England Account is an impoitant on(‘, because it is 
the custom of the lUnk to keep a laige piopoition of its Cash lioseive 
with that Institution 

The amount drawn out appeals on the debtor side ot the account , 
this IS in consequence of the account lieing always debtor in the books 
of the Bank 

This account is iitilistsl foi the puipose of leplenishing the stock 
of Coin and Notes , and the daily amount to be received or paid it 
the Cleanng House is settled by means of tins Account 

Deposit Receipts represent the day's transactions on I)epo.sit Ac- 
counts which aie kept quite distinct fiom Cuirent Accounts. 

Bills Discounted and Piomissoiy Notes show on the Debit side 
the amount leceived on bills due and on the Credit side the total 
amount of these documents which have lieen discounted for customers 
and credited to tbiir accounts. This is in consequence of cash being 
increased when bills fall due and vne ter^d when discounted. 

With regard to Loans it is usual to show each transaction m the 
General Cash Book, Loans paid off appearing on the D^bit side and 
loans granted 0 £ the Credit side. 
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Money at Call represents Loans to Bill Brokers on demand and 
forms one of the principal assets, since the Bank is able at short notice 
to call in such Ix)ans. 

The next entry refers to Overdrafts and shows the transactions on 
each side of the account, the balance being the amount owing to the 
Bank. Overdrafts are piactically of the same natme as Tjoans, but 
appear in the Cm lent Account Lcdgeis as Cunent Accounts. Letters 
of Credit and Circular Notes leprc^ent the amount of such documents 
which are issued to customers for the purpose of being used abioad — 
the customer’s account being debited and the accounts named ci edited. 
A list of correspondents is given so that the customers can obtain the 
amount icquiied fii/in Banks and Mercantile Houses abioad. The 
correspondent diaws upon the Bank foi the amount paid on Letters 
of Credit 

When these Drafts oi Notes aie piesentcd for pajmentthes are 
debited to these accounts and the balance icpiesents tire amount 
outstanding The rnetliod ol dealing with Acceptances has been alieady 
stated, but the tninsactions must Ix' shown since tbe> form a liability. 

Bills Ba)abl(‘ is tire dail\ amount accepted on behalf of country 
and foreign coiiespondents, the acioiint being ciedited when bills 
are accepted and at the same time Acceptance Account is debited. 

When the bills mature the iever.se operation take-* jilace, Bills 
Payable Ireing dr'bited and Acce})tance Account credited. The kalance 
on those two Accounts sliould theicfoie agieo and repiescnts the 
liability of the Jlank 

Stamps on cherjues lepiesents the amount paid to the Inland 
Revenue for Stamp 1 )ut\ on cheques. When a customer rs given a 
Cheque Book this account i.s ciedited. The cost of printing cheques 
is debited to Cliarges Account, since the customer is not iisuall} debited 
for the cost unless a special form of cheque is required. 

Interest Received is a Protii and Loss Account and show's the 
amount received on Bills Discounted, Ijoans, or on Overdrafts ; Cus- 
tomers’ Accounts are debited and Interest Received credited when bills 
are discounted or loans discharged. 

When interest is i-eceived on Bills Discounted and the bills mature 
after the end of the half-yeiuly balance, a pait of the interest represents 
profit for the next half-) ear; it is theiefore necessary to show this on 
a Rebate Account. Many Banks do not consider it necessary to give the 
exact amount but only a rough estimate. For example, if the Bank 
held £80,000 Bills on the 31st December, which mature on 4th April, 
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the sum of £375 would be deducted if the mte of interesL wis 5 |)or 
cent. 

Commission Account shows the amount received from customers 
for various transactions, such as the privilege of keeping a Drawing 
Account, the commission on overdmwn accounts, the amount paid by 
foreign Banks and other correspondents for the acceptance of Drafts 
drawn by them and also commi'Sion allowed by brokers on Stocks 
and Shai'es sold by the Bank. 

Suspense Account tmnsactions are those which (annot be elTeoleil 
until full particnlai-s have lx;en advised as to the correct accounts to be 
credited or debited. For example, a dividend is received from some 
Company and it is found necessary to make inquiries as to its disposal ; 
in the meanwhile the amount is ci'edited to vSuspense Account. 

Interest Paid represents interest paid on Deposit l^eipts and 
also on Current Accounts when allowed. 

On the credit side the accounts are similar in character to those 
already doscrilied, and amongst them are the following. 

Indorsevimt on liiUs Sold . — This account is 0[)ened for the pur- 
pose of showing the Bank’s liability on account of liills endorsed for 
customers liefore they are sold in the market. 

For this purpose, two accounts are ojiened, viz., Kndorsement on 
Bills Sold and Bills Sold, lieimuse a Contra Account is necessary since 
customers are liable for the transaction. 

When bills are paid a reversing entry is made, Endorsement on 
Bills Sold Ixjing credited and Bills Sold debited. 

Another important account is Bank Premises ; particulars of the 
property belonging to the Bank may be kept in a separate Ijedger, but 
it is desirable to have a uniform method for recording such particulars, 
which may be as follows 


13UANCH K. 


Frwjhold or j Kupiratioii of J Orountl ' 
Leaiiohold. | K«ut j 


Rated at. 


Year I’urtUafcwl. 


I 

Coat. , Froaont Value. 



Saturday, 13#/i Xorember, 



Balance from Tith N'o^ 
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General Ledger. 

All the entrie'i in the Cash Book must he jKJSted in the General 
r^odj^er, which contains a complete record of the assets and liabilities 
as well as other Impersonal .Vecoimts, 

This book is similar to the Private licdf^er of a firm which is kept 
for the pnrpO'e of kcepin'j the profit and loss accounts distinct from 
trading or other accounts. 

In order to show that the entries have been made fiom the ('ash 
Book to the lied-^er, the folio number of the I iedj^er Account is inserted 
a^'ainst each entry. 

With icf^ard to Investments it is necessary to have a se[»arato 
Ijcdf'er which f'ives full particulars with respect to every Stock, which 
ma\ be kept so as to {.(ive paiticulars as to inteiest or dividends which 
which ha\e been recei\ed 

The followin^f \\ould be an example of an entr\ in the Ijed^^er: — 
CONSOI.S 


OiUt* ViiiKiint 

i.f (.f I’MO- 

I'uulus**. stuck. 


Div lilt'll I Piitf 

Dill- Sulil 


I l>l'i<l»*ll(l» 


JL‘ £ t I'.inil £ ' £ 

I'.KIS, 1,000 S4 .fan. T) .MHichri :i,000 H.'i 

Oct, •-> A|)nl r, 

.Inly .'i 
Oct 


£ I lOO'.I. 

•i,.W0 ' .Ian. 5 


When Stock is sold Cash .\ccount is increased, which may be shown 
in the Bank of England Account, since the cheque received from the 
Brokers would be paid through the Clearing House, the balance on 
Investment Account being correspondingly diminished. 

It will be oteervod that the balances of the previous day are shown 
on reference to the Ixtdger entries, and if they are taken out the debtor 
will equal the credit or balance-!. 

The first account is Cash, and it will lie noticed that only the totals 
of debit and credit are posted. The balance remaining is, £80,000 which 
is the Slime as in the .Journal. 

The balances, either debit or credit, are shown in the outer columns, 
and in order to verify the entries it is usual to take them out daily in a 
Summary Book, which gives a complete balance sheet with the assets 
and liabilities of the Bank. There are two accounts. Shareholders' 
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Capital and Reserve B’und, which are practically the same as that of 
a merchant ; the first named represents the amount of capital required 
to carry on the business of banking. The Reserve Fund shows the 
accumulated profits of the Bank. 




CASH. 




Dr < t 

Dr. 1) iLiiice. Cr Jklance. 



t h. ll. i, s. <1. 

1 1 1 

£ B d. £ K ,d 

Nov. IS 

To 

» t 1 

05,00) lOiO 

1 

1 

uy 

1 1 .],.>71,21l j()| 7 

80,000 1 u 1 0 1 



BVNK OF ENGLAND. 

1 

t 


I)i 1 Cr 

Dr Balance Cr Bahiire 

1 

1 

1 


1 

£ 'H. d ^ £ rt. d 

1 

£ B. d. £ s. d. 

loiy. 
Nov. 181 

T’o 

4ir),'() !() ' 

774,000 0 0 j 


442,000 0 0 

777,000 0 0 1 ' 


- 

OITUIKNT ACCOUNTS- 

TOWN. 



Dr <’i 

Dr Balance ('r Balance 



£ B. jd 1 £ h d. 

£ s. d £ js. ,d. 

lojy. 
Nov 18 

llv 

^ I ' I,.40r>,7.S7'o 4 

, 1,757,000 jO 0 

' i 


To 

1 

!,.J41,4ti8 14 8j i 

i 1,808,2781 12 1 

1 



CUUUEN 1’ ACCOUNTS-COUiNTUY. 



1)1 (’r 

Dr Balance j Cr BalancH? 



1 

£ B. {d. 1 £ Ib. d. 

£ 8. d. £ is. d. 

iyo9 
Nov. 18 

By 

1 ' ' 440,000 * 0 0 

' 1,644,000 lo 0 


To 

478,000 1 0 1 0 1 

, 1,600,000 ! 0 ! 0 

1 1 1 


BRANCHES 




Dr. 

Cl. 

Dr. Balaiue 

Cr Balance 



£ !». 'd. 

£ |a. d. 

£ 

L d. 

£ 

s. d. 

1909. 

By 

1 

1,131,000 0 0 


1 ' 

1,000,000 

0,0 

Nov. 18 j 

To 

1,133,000 jOjO 

! 


1 } 

998,000 

ojo 
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DEPOSIT RECEIPTS. 

Dr Cr Dr. Halirne (’r linlanct*. 

4‘ >». d. 4 >« d. Jl k. d. 4 8. d. 

I'.tU'.t. 54H.0l)0 0 0 

Nov la liv ! 501) 0 I) 

To .’)() 0 0 .'il.aj.W 0 0 

HII.LS DISCOrNTED 

Dr Cl Dr. Cr Hididut*. 

I tl I s. d. 4 S. d. £ K. d. 

Di'.I.OOO 0 0 . 

No\. Id To a.DOU 0 0 I 

lly fr.OOD 0 0 i 27,000 0 0 | 


I’UONfIS.SORY NOTES. 


Di Diil.iiii’v (‘r Balance 


4 H d. t 8 . d £ 8 . d. £ 

ir ,,()00 0 0 


Dr Jlalance j I'r. Balance. 


£ s. d £ K. . 1 . £ H. d. I £ H. 'd. 

r.lO'.t ' 700 , (MM) 0 0 I 

Nov. la To . 7 , 0 '.).) 0 0 I I I 1 

Ry 7 ,y .50 0 0 70 H, 7 »r) 0 , 0 , 


MONEY AT CALI;. 



Dr. Cr. 

1900 . 

£ M. d. £ 'h d. 

' , . 1 

' ! ! ! 


CURRENT ACCOUNTS Dii.- 

* ^ 7 ^ 

Dr. '• Cr. 

1 

£ ». d.l £ k d. 

im j 

' i ' { 

Nov. 13 1 By 

! 1 33,000 {OjO 

jTo 

32,000 OjOj j > 


Dr Balance | Cr. Balance. 


Dr. Balance Cr. Balance. 


£ 

8. 

d ! £ 

a. d 

33,000 

,0 

O' 

! 

32,000 

!o 

0 

1 


7 
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CURRENT ACCOUNTS Dn.-COUNTRY. 


1 


Dr. 

Cr. 

Dr Balance. 

Cr. Balance. 



£ is. }<i. 


£ s. |d. 

£ 8. (1. 



1 i 


3 ,000 0 I 0 


Nov. IS Ry 


SO 000 0 0 

' 




S5,00() OiO 

1 1 


35,000 0 ! 0 




LETTERS OK CREDIT. 





Cr 

Dr. Btilaiite 

Cl. B.iliiiicc 



£ jtt. .1 


£ H. (1. 

£ 8. (1. 

ISIOl). 


i 

£ H. |l. 


200 0 ' 0 



1 1 

CIRCULAR NOTE}- 


1 



Dr. 

c, 

Dr Biilaiite 

Cl Balance 



£ H. ‘.1 

£ H |(1 

£ s (1 

£ js. (I. 

190(1. 


( 


1 

100 1 0 1 0 


STAMi'H ON CHEQUES. 



STAMrS ON FOREIGN RIEI.S. 
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ACCEPTANCE ACCOUNT. 

Cr. I Dr. BftlAnce. i Cr. BaUnce. 


, 

Dr. 

1 

£ 

1000 


Nov. 1.1 To 

25,000 

By 



I 70,000 

I 


INTEUEST UECEIVED 


i 

- 

— 


9. a. 

1 

£ Is. [l 
215,000 0 j 0 

£ 

9. 

ojo 

170,000 0 0 

t 1 ■ 





Dr Cr. 


Dr Balance 


Cr Balmce. 


£ |s. a. £ 

1 

H. a. 

£ H. ' 

a. 

£ 

9. 

1000. 

1 

1 

1 1 


12,000 

0 

Nov. 13 By 

1 23 

14 3 

1 

1 


12,028 

14 


INTEREST PAID. 


1 !> 00 . 

No^. IH To 


Dr 

1 

Dr Balance. 

1 

£ k 

1 1 

1 . £ H. a. 

£ 

H. 

a. 

1 

1 

2,000 

0 

0 

2 0 

1 

4 1 

2,002 

<» 

4 

' 

CHARGES. 




Dr 

1 Cr 

Dr BaUnct 



a. £ H. a. 


H. 

a.I 

£ H ^ 


8,000 

0 

ol 

1 

‘ 1 


i . _ 



j 


1000 . ! 


COMMISSION. 


JE H. d.i £ H. 'a. 


Dr Rilaiu'e , Cr. RiLince 


£ B. (1. £ 'h, 'a. 


PROFIT AND LOSS. 


Dr. Balance j Cr. Balance. 
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SUSPENSE ACCOUNT. 




Dr 


i 


Dr, Balance. 



k 

1 , 

B. a. 

k 

a 

k 8. 

1 ! 

a. 

1900. 



' 

1 

! 

1 

, 





1 

INVKSTMEN'l’S. 





Dr. 


1 Cr 


Di lialance 




V 

' i 

H, a. 

t ' 

1 

H, a. 

k 

a. 

1909. 



1 

1 

1 

j 

2,037,000 0 

I 

0 





' 1 

RESHUVE. 





Dr. 


Cr 


Dr. Balance 

1 



k 

B. a. 

k 

1 

c a. 

k s. 

a.' 

1909. 

1 


1 


1 

1 

1 

.mooo [O' 

1 

j 


Cr. Bi, lance 


U K. .1. 

7,300 0 0 


C'r. Balance 




i.. <1. 


Vx B»b\nce 


H.\NK PUEMISKS. 



Dr 

Cr 


Dr Balance 

Cr OaLince 


k H. 

j 

a. 

k 

\ 

8. a. 

1 1 

1 

! 

k 's. a. 

8,000 , 0 0 

1 

! i ! 

£ 8. a. 


C.VPITAL ACCOUNT. 




Dr. 

Cr. 

Dr Balance 


Cr, Balance 




f Ud, 

k 1. Id. 

k Ib. 

d. 

£ 

rt. 

a. 

1909. 


1 1 
! ! 

1 1 

1 1 

1 1 

{ 

1 

1,000,000 

0 

.J 

|0 
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BALANCES OF GENERAL OR IMPERSONAL LEDGER. 

SuiunvY, 13 th Novkmbkh, 


Dr Balances, 




t'r Balances 


i' 


(1. 



k 

8. 

d, 




Capital 


1,000,000 

0 

0 

2,037,000 

0 

0 

Iti\(‘ntinentH .... 





500,000 

0 

0 

Roflerve 





HO.OOO 

0 

0 

Cash 





777,01K) 

0 

0 

Bank of Enj^land . 





427,000 

0 

0 

Bills DiKCOuntcd . 





10,1)00 

0 , 

0 

Proniifwory Notes Diaeounted 





70.1,74.') 

0 1 

0 

LuaiiH 





1,3.-)1.000 

0 

0 

Money at Call 





H.OOO 

0 i 

0 

Bank ProiniBes 





32,000 

0 

0 

Cunent Aceounta, Town 


r, SOS, 273 

12 

1 

.l.'),000 

0 j 

0 

„ „ Count! V 


1,600,000 

0 

0 



Branchoh .... 


0‘)S,000 

0 

0 




DeiK)hitH .... 


.518,4.50 

0 

0 




Letters of Credit . 


200 

0 

0 




Circulai Notes 


100 

0 

0 




Billh Payable 


170.000 

0 

0 

170,000 

0 

0 

Acceptance Aoeount 





300 

0 

0 

Stamps on Cheiines 





300 

0 

0 

,, on Foreif'ti Billa 








Suspense Aeeount 

Profit and Ijosh 


7,300 

0 

0 




Interest Received . 


12,023 

14 

3 

2,002 

0 

1 

,. Paid. 





s,000 

0 

0 

Charges 

Commission .... 


2,000 

0 

0 

0,147,347 

0 

1 



0,147,317 

|"o“ 

1 

4 

L 


The Monthly Return of Cash held and at the Bank of England 
can always be given from the aliove daily statement of Assets and 
Liabilities. 



CHAPTER XV. 


IMIOFIT AND LOHS. 

The most important accounts in the General Ledger are Profit and 
Loss, since they represent the actual gains or losses made during the 
six months. 

These accounts are as follows : — 

Interest Received. 

Interest Paid. 

Commission. 

(Charges. 

Rad or Doubtful Debts. 

Rent. 

Overdue Rills. 

Interest on Investments, 

They are classified into two divisions as follows 
Profit. 

Interest Received. 

Commission. 

Interest on Investments 
Profit and IjOss (’redit. 

Rent. 

IjOSS. 

Interest Paid. 

Overdue Rills. 

Biul or Doubtful Debts. 

Rent. 

Profit and Loss Debtor. 

Charges (including Taxes). 

It will be noticed that two accounts designated Profit and Loss, 
Debtor and Creditor, are added to the above. These accounts are used 
for the purpose of debit or ci^it entries in case of losses or gains. 
There are in additiod adjusting entries for Rebate which represents 
interest received for such bills discounted which mature after the end 
( 102 ) 
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of the half-year, a proportionate amount being carried to the next half- 
year's account. 

In oi’der to show this the actual amount received during the half- 
vear is debited and the amount of the previous half-year credited. 

It is also necessary to show in the Profit and lioss Account 
ihe amount of interest accnied on various accounts although not r 
tvctually paid ; for this purpose an account entitled “ Adjusting Interest 
Account” is opened and all interest owing to or from the Bank is 
either credited or debited 

For example interest due on Current Accounts, Deposit Accounts f 
01 Past Due Bills Account must he debited by ineixns of this Impereonal 
.\ccount Ixjcause it represents a liability. 

Thus, if £10,000 represents the interest due at the end of the 
pievious half-year hut not paid, this amount would appear in the 
Ceneral I/idger to the debit of Adjusting Interest .\ccount, and must 
be credited to Interest Paid. On the other hand, if the Interest duo 
to the current half-year is £30,000 this sum is doliited to Interest 
Paid and credited to .Adjusting Interest Account. The following would 
represent the entries : — 


.tdjiistinf' Intprost Account 

('rwlit IntcrcHt i’anl contra 1(1,000 

liiU'icst due on llc{)ohil .Vecounts to lUHli June, 1000. 

Debit IntcuHt I’.'iid ;i0,000 

Credit Adjimliiif^ Iiiteuei Account JO, 000 

IntoroHt due on Dcjwsit .\ccount to Jlht Dm-iiibcr, 1000 


The reversing entries are made at the end of each half-year so 
that the total liability for interest appears in the accounts. From the 
(lenenil fjodger the following Profit and Ijoss Accounts appear ; — 



£ 

H. 

<1. 

£ 

j 

d. 

To IntcrcHi Paid 

2,002 

(> 

4 

By InteicHt lloccivud 12,023 

14 


„ CharKCH Paul 

H,000 

0 

0 

„ CommisHion . 2,000 



„ lU'baU." , 




„ Rebate 



„ Prolit and Loaa 

' 



„ Profit and Lohh . 




10,002 

6 

4 

1 



Balance 

4,021 

7 

11 



( 


14,023 

14 

3 

14,023 

> 14 

! “ 


In the alx)ve statement the Rebate does not appear as a Ledger 
entry, but if necessary it could be dealt with in the same manner as 
Deposit Interest. 
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PROFIT AND LOSS. 


The Profit and IjOSs Accounts Debtor and Creditor do not show 
any balance, but as already stated all the losses or gains would appear 
so that the balance of Profit and Loss Account represents the actual 
profit made during the half-year, and a proportionate amount is trans- 
ferred to Dividend Account which is subsequently paid to the Share- 
holders. 

The balance of Profit and lioss Account is carried forward to the 
next half-year's profits. 



(IIIAPTHR XVI. 


nU.VNCH HOOK KKKI’INd. 

Thk iimalgamatioii of Batiks and the great increase in liranch 
otli(’e>> throughout the country require a uniformity of accounts. 

It would bo almost im|)ossible to carry on the present system of 
banking without a jierfect system of returns with full information res- 
pecting banking operations. 

The lKX)k- keening is somewhat similar to that of the Heiwl Ortico 
with the exception of an account in the Genoml Ix‘dger called the 
Head Otlice (Jash Account, which records all transactions between the 
Head Otlice and the Branch. 

It IS simply the Account Curient of the merchant to his Agent 
giMiig details of the ordinary business transactions, viz., the Heatl 
Otlice lieing debtor to the Bninch for money received and creditor 
for money paid. 

A copy of the Cash Account is .sent ^ily from the Branch together 
with a Ijetter of Advice stating the principal banking operations which 
have taken place. Cheques and Bills are also forwarded for collection, 
the majority lieing paid through the Clearing House. 

For example, a Bmrich at Plymouth sends cheques diawn upon 
Banks at Bristol. These cheques are presented for payment to the 
London Agents of the Bristol Banks at the Clearing House, This 
method is of great imjwrtance because one payment is made at the 
Clearing House for the majority of cheques sent to London for 
collection. 

This statement also includes an account of the l»nking OjKjrations 
which the Head Office is requited to carry out, and on receipt of the 
same the various entries either debit or credit are made in the [jedger 
Account entitled Plymouth Branch, and it is the duty of the Accountant 
to check such entries and see that ultimately nothing is outstanding on 
the Branch Account. 


( 105 ) 



Friday, Z\si December, 1009. 


106 


BRANCH BOOK-KKKPING. 



Balance from 30th Ueccmbei 



BRANCH BOOK-KEEPING. 
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With regard to the lx)ok-keeping the same sot of l)Ooks which 
have l)een described is required. 

Thus the Received and Paid Cash Books are utilised, although in 
a small Branch one Gash Book may suflice for receipts and payments. 
The Ledgers would be identical with those of the Head Olhce. 

The following is a 8j>ecimen of the daily tmnsactions as suininarised' 
in the General Cash Book, the various entries l)eing 8ul)se<juently 
jx>sted in the General Tjedgtu'. t It will l)e noticed that the accounts am 
similar to those at the Head Ollice, with the exception of certain 
accounts such as CapiUil, Reserve, Investments, Ixitters of Credit, 
Acceptances, which do not appear. 

^ The balances of the General Ix^dger ate extracted daily in order 
to venf\ the entries, and the debtor and creditor sides of the statement 
should halancej which is of cotirse in accordance with the double entry 
sNslein of book-keeping. 

It will he noticed that the balance of Cash comprises notes, coin 
and chefjiios, hut only the total is posted in the Ledger ; hut those[)arato 
items can lie ascerlaiiKHl from the Subsidiary Bo^ks, 

The Head Office .\ccount shows a debtor balance of €0t,d()() 
which rcpiesenis the amount owing to the Branch. .At the end of the 
half-year interest at a given rate per cent is sometimes allowt'd to the 
Branch and forms part of its profits. 

r\sii. 


llHV.l. 

Dec. HI To 

15}’ 


ltl09. 

Dec. 31 By 
To 


1909. i 
Dec. 81 By 
'To 


i ^ .1 i 

HHU.r.l.) 0 0 


HH-H.Hlll 0 0 


i H. a. 

20,1)0(1 ]() 0 


i'l 

t K a. 


CDHHKNT .\OC()t NTS. 
Or. Or I 

£ f.. a. £ H a.| 

I 2S0,00() 0 0 
280,000 0 1 0 

DEPOSIT RKCEirrS. 


£ 1h. .a. £ «. ia. 

] I KS'.l.UO 0,0 


HH8,nn 0 0 


Dr 

l-r. 


Dr. Bjilancc. 

('r. Halance 

£ B. 'dJ 

£ 

B. d. 

£ 

8. d, ' 

£ 

B. !(L 






50,000 

OiO 

! 1 1 

6,000 

0 0 


j 1 



8,000 1 0 1 0 1 

1 1 1 


j 1 


1 1 

48,000 

lo'o 
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BILLS DISCOUMni) 



1 

1 

Dr 


Cr 


Dr Rilance 

Cr DaiatKe 


i ^ 

1 

£ 

'h (1 

k 

H (1 

4 

H (1 

£ 8 d 

1W9 
Dec 31 

1 

To 

l.'iOO 

.0 0 


1 

200,000 

0 0 



iBy 

! 


1 

«,000 

0 0 

1 

193, lOO 

0 0 





I’ROMISSOIIY : 

MorLS 




1 

1 

Dr 


< r 


Dr ilalinie j 

(.r Halince 


i 

£ 

s rl 

4 

H rl 

£ ' 

fi (1 

£ 1 (1 

H909 
Dtfl n 

I 10 

5()() 

0^) 


1 

t),000 

0 0 

1 


'Bj 


i 1 

1000 

0 0 

3,500 5 

jo 0 






LOANS 






1 1 

Di 

1 

( r 


Dr lUlami* 

( r Oalaiue 



k 

« .1 

4 

M .1 

4 

S (1 

£ ad 

1909 
Deo ai 

' To 

1 ".OO 

1 

0 0 



1)0' t 000 

0 0 



Hv 


1 

1 AOO 

0 0 

00' >,000 

0 0 



()\1 UDIIAWN AtCOI Mh 




Dr 

( r 

Dr Oalaiue 

tr lialanti 



4 H id 

i 

4 8 id 

£ ^8 d 

4 s d 

1909 


1 


3 000 0 0 


Deo .31 

B) 


3 000 0 I 0 


i 

1 


lo 

3,000 0 0 


3,(M)0 0 0 


■ 



S jambs 





Dr 

(r 

Dr Balance 

l r Balance 



£ !» <l 

4 s d 

£ 8 d 

4 8 d 

1909 


1 


200 0 0 


Deo 81 

By 

i 

5 0 0 

1 

193 0 0 



INIKUKSl RFXEIVLD 




Dr 

Cr 

Dr Ralance 

tr Balance 

f 1909 
Deo 81 

By 

To B A L. 

£ 8 a 

10,010 0 0 

4 8 <l 

10 0 0 

! 

£ 8 id 

1 

! 

1 ' 

o o 
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I'Kl't 

Du U I’o 

i5\ r A L 


I'to'l 

IK. a lo 

h% P A I 


I'tO't 

Du n H) 

lo I* A L 


INTEREST PUD 

Dr (r I Dr Dalaiue <r liHlanu 

i; K .1 

1 ) 0 0 

I 

tn\R(ti s 

Dr • I Dr Rtlmi i ( r Dal »m«« 

1-1 i. - 1 L ^ .1 t H <1 

') 0«)0 D 0 

I D 0 'iODl 0 0 I 

')IHU 0 (I j 

COMMISSION 

Dr <1 I Dj Hilinia »r liiiUimt 

.1 i « (1 

•IM) 0 I 0 

<170 0 ^ 0 

Si SI’IASl ACCOl N r 


L H 1 i - .1 t 

JU 0 0 

<17(1 0 0 


i H a i ^ a i rt a 

i(HMl 0 0 [ 

ior» (tlo 

* on D 0 


Hr ^*'1 Kiiliitui <r lUlitnt 


t h a t h a i H a £ « a. 

I't0'» 2H0 0 0 I 

Dn n 1 


REN 1 



HEAD 01 FICE 



Dr 


f r 


Dr Balano! Or Halani^ 

' 

£ H ^ 

a 

£ 

a )d 

£ 

ad £ » <1. 

1909 

1 




104,380 

0 0 j , 

Dec 31 i To 

30,000 0 ! 0 





By 



40,0H0 

0 0 

94,300 

0 0 

By P. A L 



3,761 

0 0 

yo..539 

0 0 
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PROFIT AND LOSS. 


1901). 
Dec. :J1 



Dr 

Cr 


£ 

B. <1. £ u. d. 

By ComiiiiHHion 


970 0 0 

„ Intercut Received 


10,010 0 0 

To CharRCH 

5, 004 

0 0 

„ Intercut Paid 

2,oir, j 

0 0 

„ Rent . 

•200 1 

0 0 

„ Head f)flioe . ' 

H,7C)1 ' 

1 

0 0 


10,9K0 

0 0 10,980 0 0 


Dr. Datanc« 
£ s. '<1. 


Cr. Balance. 

£ B. d. 


BALANCES OF GENERAL LEDGER. 
Fnday, Hl.t/ December, 1909, 


Di Balaiufs j Cr Balances 


£ 

N. 

d. 



£ ' 

6. 

d 

•27,090 ' 

0 

0 

(’auli .... 





199,500 1 

0 

0 

Billu DiHcounted 





5,500 , 

0 

0 

PioiiiiuHoiy Notes . 





009,000 ' 

i 

0 

0 

Loanu . 

Current Aceountu . 


884,110 

0 

0 

5,000 

1 

0 

i 0 

Overdrawn Aceountx 

D(‘i)o«it Receipf'. 


48,000 

0 

0 

195 

0 

' 0 

Stiuniw 





•280 j 

0 

0 

i 

SiiujieiiBe Account . 

Inteieut Ueooi\ed , 


10,010 ' 

0 

0 

•2,016 , 

0 

' 0 

„ Paid .... 




1 



Coniniiuuion .... 


970 

0 

1 0 

5,004 1 

0 

1 0 

ClmrKes 





200 

0 

' 0 

Bent 

Piotit and Loss 





94,800 

0 

i 0 

Head Ollieo .... 





942,090 ' 

0 

0 



94‘2,090 

0 

, 0 


Closing Kntbiks. 


The closing entries are made when the balance of Profit and Loss 
is transferred to the Head Office, and it will be seen on reference to the 
accounts that Commission, Interest Received, Interest Paid and charges 
Rent have been closed and the balance of £3,761 transferred. 

Certain adjusting entries are, however, necessary l)efore the books 
are closed, and such entries principally refer to interest transactions. 

It has been staied that the interest on Deposit Accounts for the 
previous half-year which had not been paid was credited to Adjusting 
Interest Account, and it is therefore necessarj' to debit this account and 
credit Interest Paid. 

In the same manner the interest due on deposits for the half-year 
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under review must be debited to Interest Paid and ci’edited to Adjust- 
ing Interest Account. 

This method of dealing with interest is identical with the system 
of the Head Office. Reference has been made to the amount of interest 
which may he due from or to the Head Office on account of the Cash 
Balance and would l)e either debtor or creditor. 

This balance must lie taken into account in order to show the 
actual profit or loss of the Bnvnch for the half-year. 

It is not necess<\ry, howevoi, to make (Jash Book entries of these 
transactions, liecause they do not affect the profits of the Bank as a 
whole In a similar manner the Rebate may bo shown in the Profit 
and Ix)83 Account without any entry in the Cash Book, although of 
course a Suspense .\ccount could bo opened for the purpose of debiting 
Inteiest Paid for the amount of the Rebate. 

When a Cash Book entry is not mode the Rebate for the current 
half-year is shown on the debit side of the Profit and Ixiss Account 
and on the credit side for the previous half-year’s amount. It is also 
necessary to adjust outstanding dift’erencos at the end of each half-year for 
the purjKises of audit between the Head Oftice Cash Account and the 
same account at the Branch. This is effected by means of opening an 
Impersonal Account in the Lodger entitled “Head Office Differences 
Account” which .shows the difference between the amount stated by 
the Hoad Office and the amount appearing in the Branch Books. 

The entries on the following day will lie reversed leaving the 
original differences. 

The halance.s of the General Ledger after the closing entries have 
lieen made will lie as follows : - 

CI.OSING ENTIilKS OF OKNP^UAL LEDOEK 
nut Dccembrr, llM)'.). 


Dr, lialiinc^i (^r. B.iIanruH 


- 

— 


- - - 




£ 

s. 

(] 


£ 

K. 

d. 

27.0% 

0 

0 

Garth 




lOS.-WO 

0 

0 

Uilla DifM'ouiUwl 




5, .500 

0 

0 

I’roniirtsory Notes Discoanted . 




609,000 

0 

0 

Loans 

Current Accountu . 

883,110 

0 

0 

5,000 

0 

0 

Overdrawn Accounts 

Deposit IteceiptH . 

■ 

, . 48,000 i 

0 

i ^ 

195 

0 

0 

Stamps 




280 ‘ 

0 

0 

Suspense Account . 




90,539 ; 

0 

0 

Head Office .... 




931,110 

0 

0 


1 931,110 


0 
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Head Office Cash Account. 

The Cash Account at the Head Office shows the relationship 
between the two establishments, and as already stated is similar in 
character to that of a Jlank and its customer, the difference only being 
that the Branch takes the place of the customer. 

All remittances are shown in this account as well as the payments 
which have been miulo for the Branch. For example, the Head Office 
sends to the Branch all cheques drawn upon it and paid through the 
Country Clearing. - 

The Branch Account is debited and the amount of the cheques would 
in the books of the Branch ho credited to Head Office Cash Account 
ft is customary to receive credits at the Head Otlice for the credit 
of the Branch, and when this takes place the Branch Account is credited 
and (Jash Account at the Brandi debited. 

It will at once he seen that the Cash Account is similar to an 
ordinary Current Account of which the Bass Book gives the necessaiy 
particulars of receipts and payments. 

The following is a specimen of a Cash Account, showing the 
various entries 

MEAD OFFICE CASH ACCOUNT. 

FLYMOUTH imVNCH 

Dll. Fikim' 11th ro iHth FKiiiiriuY, 11)00. Cu. 


To BhIhiku) lit Ilond Odioc . 

„ Countiy Clieiiui'K . 

„ Account W. Brown, i>t 
I lcail Office 

„ Account H. Buiitli, (k'i 
Head Office 

„ Account E. .Tones, ixs 
Luton Branch . 

„ Account C. Uobinson, iH>r 
Oxford Blanch . 

„ Cheuue, Aberdwn . 

„ „ IVrth 

„ „ Dublin 

„ Remittance . 

„ „ • Cambridge 

Brancli 

„ Remittance, Leighton 
Branch 

„ Coin . . . . 

„ Notes . . . . 


M, 

H. 

d. 


k 

s. 

d. 

10,000 

0 

0 

B\ Countiy Cheques . 

OliO 

0 

0 

.'),000 


0 

„ „ „ . . 

oO 

0 

0 




„ Cheque unpaid on Luton 




•200 

0 

0 

Brandi 

•20 

0 

0 




„ Stationery . 

5 

0 

0 

100 

0 

0 

„ Cambridge Branch .Ac- 







count, AV. .lones 

' 30 

0 

0 

.'ll) 

0 

0 

„ Ely Branch, Cash 

100 

0 

0 




I’ayments . 

•200 

0 

0 

•20 

0 

0 

„ Draft on Demand issued 

50 

0 

0 

10 

« 

»> 

„ „ after Date issued 

20 

0 

0 

10 

0 

0 

„ Com . . . , 

' 1,000 

0 

0 

.') 

0 

0 

„ Notes . 

1 500 

0 

0 

•20 

0 

0 

Balance . 

il3,^230 

0 

0 

•20 

0 

0 





30 

0 

0 





100 

,0 

0 





200 

'o| 

0 





100 

,0! 

0 





l.’i.Hfi,') 

0 

0 


15,865 j 

0 

0 
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The first entry shows the balAiico in whicii the FIoiul Ofiice is in- 
clet)tetl to the Branch, and the second refers to Country Cheques, which 
are stint for payment through tlie Clearing House. 

The Braitch has been advised of various sums received at the 
Head Ollice for the credit of its customers, and, conseijuently, the 
Branch deliit^* the central establishment with such amounts ('hoqiies 
pa\able in Scotland and Ireland are remitti'd direct, and on receipt of an 
advice that .such cheques have been n'ceivi'd, the Branch debits the 
Head Cilice , the 'Scotch and Irish Banks paying the Head Otlico 
ihiough their London establKhment 

The Branch a!s > remits cheques pa\alde m Lmdon, and, if 
po^'>ilile, forwaids such unnUtances twice daily 

It sometimes happens that a laigi* ([uantity of silver is received, in 
fact, more than can he usi>d for diilv recpnnMiiiMits . consoipu'iitly, it is 
traiismiiied to another Jhanch where it is reijuned The last item on 
the dehtoi side is com and notes remitted to the Hoad Ollico for the 
Bninch's credit. 

On ndeience to the credit suh; of the (Jash .\ocoimt it will bo 
noticed that che(jues drawn on the Bianch apjiear as tho first entry ; 
il any of the cheques remitte 1 to the ibwl Ollico are unpaid they are 
letuinel and the Braneh debited for the same. 

The neKt entry is an impersonal one, rij., Stationery, and represents 
the amount ehaige l bv the Head Ollice for sundry articles supplied. 

Tianslers from one Bmneh to another appear as tho ne,\t item; 
tor osample 

A customer pass in tdO for the account of \V. -lonesat Camliridgo. 
lily Ih’anch has remitted coin for fclOO and this is shown in the Cash 
Account. 

In order to minimise the risk of payments in notes and gold, it is 
customary to pav other Banks which present choijues over tho counter 
bs means of a payment slip on the Head Ollice. Thos(j payments in 
the case of Clearing Bankers are liquidated at the Clearing ilouse, 
and appear m the Cash Account. 

The next entries refer to Drafts on demand or after sight which 
are dmwn payable at the Head Oflice, and it may hap^Xin that they are 
not presented for payment at due date, consequently they form outstand- 
ing entries. 

The last item refers to coin and notes received from the Head 
Office for daily requirements. 

This Cash Account is a typical example of the banking business 
carried on at a Branch. 


8 
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The following is another example" of Branch book-keeping: — 
DAY HOOK 


1 

2 


3 

4 

5 
« 
7 


1 ^ 

s. 

d 



£ 

s. 

d. 

Baliinoe last nif,'ht . . 5,000 

0 

0 






Cash Account . . . ^ 200 

0 

0 

1 

Cash \cconnt 

1,000 

0 

0 

Current Accounts — | 



2 

Cm rent \c(ounts . 

500 

0 

0 

(1) llcceivcd foi Customers' 1,000 

0 

0 

.1 

Hills of ExchaiiKc on hand 

200 

0 

0 

(2) ,, „ A^^cnts . ' 500 

Ihlls of Exchange Amounts 200 

'» 

0 

4 

I’rorpissory Notes ,, 

100 

0 

0 

0 

0 

,5 

Sal.iruK \c(ount 

.)() 

0 

0 

PromiHHorj Note Account 100 

0 

0 


lU'iit and 3 -iM s 

20 

0 

0 

Deposit Accounts . 1 .300 

0 

0 

7 1 Incidental Kxivines 

1 5 

0| 

0 

CominiHHion Account . 1 20 

0 

0 

8 

Interest paid— 

1 1 



Interest Ueecned— .1 




On Hills 

' :30 


0 

On Hills . . .1 .30 

0 

0 


„ Ivoans 

1 5 


0 

„ Ijohuh . . .1 .50 

0 

0 


„ Miscellaneous 

5 

'0 

0 

„ Miscellanoous . 1 .5 

0 

0 


Halam e . 

5,400 


0 

1 7, 10.) 

0 

0 



7,40.) 

0 

0 

1 


The Weekly Iteturn to the Head Oftice may l)e as follows . — 


Cn. 


1)R. 


I JC H. (I. 
^ Kuxto u e 


Current Accounts 

j 10,000 

0 

0 

Deposit „ 

. ' .500 

0 

0 

Interest on DeiKWits 

.50 

0 

0 

Disoount 

200 

0 

0 

Commission . 

10 

0 

0 

Interest on Loans . 

aoo 

0 

0 


CahIi wi<h Hi'iul Oil (•(' 
„ III Imnil 
Hillrt DiHcountnl 
riomiHbor) NoU‘8 . 
lioatiH . 

0\er<lrafts 

Salaries 


I' H. I (1. 
rt.OOOj 0 I 0 
SOO 0 0 

200] 0 0 
100 I 0 0 

1,000 , 0 0 
7()0 0 I 0 
200 0 0 


11,000 I 0 


0 


11,000 0 


0 


On the debtor side ot the account wa have the balance at the 
Head Oflice and the amount of casli held at the Bninch. 

The totals of Bills Discounted, Promissory Notes, fjoans, Oveidrafts 
and Salaries are sho\\ n sopamtely. 

On the credit side the liabilities on Cm rent and Deposit Accounts 
appear as well as the amount of mtei'est due on deposits and what has 
been received from fjoan Accounts 

The Weekly Keturn is in fact a complete statement of the assets and 
liabilities as disclosed by the books of the Bmnch. 

It is important that a correct statement of tlie Overdmfts should 
be given as the Hoad Otlice alwivys requii'es full particulars of such 
advances. 

The Monthly Return is a more detailed statement, although some 
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banks give particulars in the \Veekl\ Return which is in fact a Balance 


Sheet showing the position of the Bninch, including the Profit and 

Ix)ss Accounts 





MONTHLY KETUHN. 




£ H. (1. 


^ 1 


d. 

Ci.ru‘nt Account-. . ‘iO.lMW 0 0 

Cash ttith Head Olhcc . 

. .lO.OOfl 

0 

0 

Deposit ,, . ‘iOO 0 0 

„ in hand . 

. '2,000 I 0 

0 

Inteicfit on lieiwmth .50 | 0 0 

Hills niM'oimted . 

. 1,000 

0 

0 

— 

l‘ioraisMoiy Notes . 

r>oo 

0 

0 

ToIhI -20, -250 0 0 

Loans .... 

. H.OOO 

0 

0 

Dirtoount . . . 100 0 0 

Overdrafts 

. 1,000 

0 

0 

Commission . . .)0 0 0 

Overdnea 

100 

0 

0 

Intcic**! . . . *200 0 0 

Stain (Is (Cheque Hooks, etc.) 

10 

0 

0 


Expenses -- ' £ h. i 

d. 




Uepaiia . . 10 0 

0 



1 

Stationerv . . -> 0 

0 



I 

Salaries . .100 0 

0 



1 

Kent, Hates, and 




1 

Taxes . , HO 0 

0 


1 


Intel est paid . ‘20 0 

0 



O'M up to Head Oftice 87,1^’> , 0 0 

Sundiy Exiamses 10 0 

0 



1 

— 

17.5 

0 

0 

.)7,7h:) 0 0 


.57,7H.5 

0 




NuinlM'r 



Current Accounts I’reMous lletiun .... 

. 1,000 



(){)ent'd dm iiiK the Month 

. 100 





1,100 



CioHoil dm iim the Month 

. 10 



Ihilance 


. LO'.IO 





£ 


d. 


£ |s. 

id. 

Details of Sundiy Ex- 




Cash 111 hand— 

1 

1 

penses— 




Gold .... 

. 1,000 0 

! 0 

Coal 


0 

0 

Silver ami Cop{x‘r 

. ‘21M) 1 0 

i 0 

Gas .... 

•2 

0 

0 

Hank of England Notes 

. 700 1 0 

1 0 

Cleaning Account . 

1 3 

0 

0 

Local Cheques . 

. 100' 0 

' 0 


i 10 

0 

0 


1 *2,000 0 

1° 


Bili>. I 

£ a. d. 

Pni»iis«on\ NoiPh. 

£ H. d. 

1 

Balance , . . ! 

.5,000 0 0 

Balance .... 

2,000 0 0 

Since Discounted . . | 

1 1,000 0|0 

Since Dittcounte<l 

.500 0 0 

i 

0,000 o\o 


2,500 0 0 

Since Matured . 

200 OjO 

Since Matured . 

HOOjOjO 

Present Total . 

.5,800 OjO 

Present Total . 

2,200 0,0 
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OVEllDllAFTH. 


r\JiJI(l LUIS UIK S\MK. 

Wni 1 ‘Aiinn, tAdO Note. 


F. I'lowii. riOini IfHtc of Iiitnfst, pn lent. 

Sl.( I UllY 

]■>(>( hold IlouM . 

()() \V(ht Ihmtl, Wiindswoith 

l 4 *t Hi Uin pci Hiiinmi. 
l(Htc<i (It l.'d). 

Cont tUlOII HI I'.KI.') 

IhjUiUililc sluniptd ‘^s itt of tlu' lJ(Uik, 

!• IK I'olicv foi tHdO 111 Id. 


IM'.FOMT^ 


lliiliincc 

UciiMpth IhsiH'd dun ii|4 till Moiitli 


llcci iptH Ciilicillid diiiiiiK' till' Mouth 

I'li hi lit Total 


DVKUDl V. lUl.FS. 


i'uiiii 1 1 uis 01' nil Sami-. 

.toms A C’o , LTiOO due Isl ,lamiai\, Idhth not paid. 


DIFFKIIFM’KS IN C.VSII. 


I’vuill ri Alls 0» IHI- Swu. 

Silver, t.'i shoit. 

I lu'iehy eeitifv tlmt the above staleuienl ih couwt. 

J. EVANS, 

A/diifli/i’r. 


s. d 

2.000 0 0 
. .')()() 0 0 

2 ,d 00 0 0 
. 200 0 0 

t 2 ,;{oo 0 0 


The monthly rotui n ia tv complete record of the hanking trana* 
actions which have taken place, including the balances of the various 
credit and debit accounts, similar to the weekly return. 

The number of accounts openevl and closed, with the balance out- 
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standing, is given ; there is also a statement of Bills Discounted and 
paid, with a similar return for Promissory Notes and Overdmfts. 

With regard to fjoans a detailed list is sent to the Head Oftico 
where it is carefully examined. Jjoans to the same customer at various 
branches are not allowed ; for example, if a Ix)an of i'oO is gnuited to li. 
at Bmnch C., the monthly returns from other branches ought not to 
show any loans to B. , the statement must also give the amount 
received on Deposit Accounts, with the present balance. 

If there are any Overdue BilD held, a leturn must be made of such 
documents, together with any amount received in part i)a}mont during 
the month. 

The cash held by the bmnch is also given, with paiticulars as to 
the various amounts of notes, gold, silver and copper, a sejiarate stato- 
mwit shows the deticiency, if any, in the cashier’s accounts. 

Finally, the jiaiticulars ol the expenses inclined, such as rent, 
taxes, stationeiN and salaries, are shown 

1)\ means of these returns the ollicials at the Head Ollice can at 
once see the position of the branch and whether the busint'ss is a pro- 
giessive one, the jirolits can also be ascertained and compared with 
the coiiesponding peiiod of the pievious \ear. 

The inipoitance of full leturns cannot be ovei estimated, and may 
be summaiised as follows, nz — 

(I) ,\ debtor and creditor statement of the (ieiieral licdger 
balances at the date of making the retuin. 

('2) An abstract of transactions, or a statement of daily entries on 
some of the most important accounts. 

(d) An abstract of money lent and de[)OHited , the foimer would 
include loans, discounts, advances on short bills and overdiafls, and 
the laitei the Current and D(‘jx)sit Accounts. 

(4) A list of overdue bills, with particulars. 

( 0 ) A statement of inteiest received and paid. 

(0) An abstract of the Hxj)enses Account. 

(7) .V statement of debtor balances on Cm rent Account, with 
particulars. 

(8) \ return of stamiKxl forms of drafts, and also the numl)er of 
deposit receipts issued or cancelled during the week and the balance 
on hand. 

At the end of the quailer or half-year all the Impersonal Accounts 
in the General I^edger are closed by various debit and credit entries, 
and the Head Ollice is either debited or credited with the balance. 
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This is shown in the Day Book after the day’s operations are re- 
corded, when a separate page is used for the purpose of giving particu- 
lars of the closing entries as follows 


Head Ofdoc ChkIi Aocount — 

Per Diwount Aecount . 

„ IntereHt on Eoann . 

Kent and TaxoH, per llea<l OHice 
Expenacfi, per Head (Xlice 
Salariefi Account, per Head 
Odioe . . . . 

Intere'^t on DepoHita, per He^id 
Ollice . . . . 


t; 

X. d 

Htsad Office Ca“h Account — 


a. d. 

KM) 10 0 

Ilent and Taxes 

100 

o'o 

70.) 

0 0 

KxpT'nses 

m 

0 0 

100 

0 0 

Salaries Account . 

200 

00 

.'>0 

0 0 

Inteii'Ht on DejiositH 
Discount Account trans- 

70 

0 0 

200 

0 0 

fened to Hfiid Oflicp . 

10010 0 



Intel est on Loans tmns- 



70 

0 0 

ferrid to Head UOn c . 

70.) 

0 0 

1,22.') 

10 0 


im 10 0 


The profit for the half-year is as follows — 


I’U'inr. 



.1 

Loss. 

£ 

H. 

d. 

Ilent and 'faxes . 

100 

0 

0 

Diseounts 

. 100 

10 

0 

KxpcriHCH . . . . 

.'io 

0 

0 

Interests . 

, 70.') 

0 

0 

Salaries . . . . 

200 

0 

0 





InUwsts on Deposits . 

. 70 

0 

0 






120 

0 

, 0 





Balance . . . . 


' 10 

0 






, HO') 

10 

0 


j HO.') 

10 

0 



' 


- 

- - 

1 



— 


In addition to the profit of lOs. the Head Ollice may hold a 
largo cash balance which is utilised or Iransfened to another Branch 
where a greater demand for capital exi->ts, it has been already stated 
that a Branch is sometimes allowed iutercbt on the cash balance by the 
Head Ollice, 

The present system of Branch banking would lie almo-it impossible 
without a perfect uniformity of returns which enables the Head Office 
to form an opinion as to the class (if business transacted. 

When tlie various accounts aio closed it is necessary to show an 
exact statement of the Intei-est .\ccounts, which are the most imjwrtant 
of the Profit and Loss Accounts. 

For example, interest might not he debited half-yearly, the 
accounts only showing what has been received and paid, no allowwice 
being made for what is due to or from the Bank. 

The following is another system of Branch returns taken from 
Hutchison’s Practice of Banking 
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WEEKLY RETURN. 

I. 

Dn, General Leikikr Baijinces. Cu, 


i 


(s <1. i; I «. d. 

Hoad Office Account i 

Cuirent Aocounte 

Deposit „ 

Bills Current 

„ Remitted . 

„ NcKotmtetl 

„ Negotiated contra 

Returned Bills. 

Interest . . . ... 

Coimnihsion j 

Stamps . . 

I’ostHges ... . , 

Charges ... .... j 

I’rotit and Loss i 

Cash ' I 


II. 


MONEY LENT AND LODGED 

L> M . Lois.) II 


4 8. d. 

4* s, d, 

On Bills Curn nt . 

On Cun« nt Accounts 

,, Bast Due Bills . 

Dejxisit „ 

,, Currnit \ccounts 

„ Deixisit Receipts . 

DeixjMt „ 


CaOi Balance 



Difference (for oi against), i 


III. 

TURNOVER AND NUMBER OF ACCOUNTS. 

Ti nsovni. NrMDKR ok AkoI’Ms. 

£ s. a. 

On Current Accounts . . . Current Accounts 

DojKixit „ 

, „ Receipts 
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ABSTRACT OF CURRENT ACCOUNTS 


Amount Lent on Accounts 
Balance Due by the Bank 

£ 8 d 

I 

Amount Lodged on Accounts 
Balance Due to the Bank 

£ 

8 


i 






IX 

CURHIA’T ACCOUNTS DR 


I I Kills ! 

I { IliKhoDt Dillg j 

Name Limit .Kalanc durinK Se«untj Meld Tnrno, er I 

I I or I'll \<(«|itLd I’Hstnue . 

I j j doretd j 

' £ K d 1 £ H d Jt! 8 (1 JL H d t s d £ h d £ 8 d £ s d ' £ « 'd ' 

_ I’’ I 

List of Parties lioing Dmueis, Jjiuloiseis oi Acceptois of Bills 
Discounted at the Branch where the sum iimounts to £ oi up 
wards — 


Name Occupation I 

and Kesidence of I’artj ' 

1 

No and Amount 
of Kills Drawn 
or I'lidoiwd by Party 

No and Amount of 
Kills Accepted by or 
Drawn on Party 

! 

1 

£ 8 d 

c 7 ' 

1 1 

1 


MONTHLY 

lULVNCES OF CURRENT ACCOUNTS 


I.laldlitle8 

In 

Kille 





s«nritle« 


slmres 




0 


Deeds 


Return 

this 

Hnlf 

Year 


I 


Of 

which 

are 

Acceptances. 

Paid 
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ANALYSIS OF BILLS ON HAND. 


Dae within Two Months .... 

Three „ . . . . 

Four „ . . . . 

Five „ . . . . 

Exceeding „ „ . . . . 

£ 

8. d. 

Totnl of Bills on Hand .... 




HALF-YEAIILY. 

IIETURN OF DEPOSIT ACCOUNTS. 


Name 


1 

Balance | 

Rate 

of 

1 InlercHt. 

1 (lomnilaHitm. 

I'r. ' 

Intereitt. 

^ Chnr)(eil. Allowed. 


£ 8. (1. £ s. (1. 


£ 8. a. £ 8. d. £ js. a. 


CUHUENT ACCOUNT BALANCES. 




SHOWING CHARGES FOR THE 
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II. 

CLOSING ENTRIES OF GENERAL T.EIXJER. 


To close the following Accounts 
having Balances, Dr. .— 
Hoad Office— ; 

Bills of Exchange . 

Bad Debt Account . 

Diflcicnecs in Cash . .j 

£, 

8. 

d 

To close tho following having 
Balances, Cr. — 

Head Olhcc— 

Deposit Jieceipt . . | 

Current Accounts . 

Adjusting Account of Interest 

£ 

8. 

Oonoral Account of Cash for 
Amount of Balances, Cr. 

1 

L 



Geneial Account of Cash foi 
Amount of Balances, Dr. 


r 

L 


Th (3 Accounts m the GoiK^ral ai'O to 1 )h rc-opuiiod by 

revoniiuj^ tlic above entries, aiul the 0[ten!n;^' Miitri(‘S should bo 
I corded in the Day Book. 


III. 

AHSTIIACT OF INTEREST ACCOUNT 


On Current .Accounts 
Anionni Paid during 
the Half Yi-ar 
\niount now Credited 
I'articular Accountu . 


On Dejmtl Accounts 
Amount Paid during 
the Half-Year 
Amount now Credited , 
Particular Aocounta . 

On litlln of Exduinge, Amount 

Paid 

Amount Paid at Debit of Head 
Office at this date 


I On Current Accounts 
I Amount lUsTiM'd dur- 
' ing the Half-Year 
j Amount now Debited 

I Particular Accounts . 


On DeiHuxt AccountH 
, Amount Received dur- 

! mg the Half-Year . 

Amount now Debited j 
^ Particular Accounts , 

I 

! On Utlli of EVc/mJw/c, Amount 
j of Diftcounts Received 

! Kundrj PayrnentH Rejadved . 

j Amount Itecei\ed at Credit of 

Head Office at this date . 
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IV. 

ABSTRACT OF COMMISSION ACCOUNT. 

I ii 8 . 1 (1. £ |8. d. j £ j a. I d. 

' I On Current Accountb . , | | « 

I Amount Received during | I 'I 

j ; the Half- Year . . ' ' j 

I Amount now Debited . | I 1 ' 

I I Particulnr Aocounts . j i I 


On Deposit Accounts . 
Amount Received during 
the Half-Year . . 

Amount now Debited . 
I’artienlar Accounts 


On Bills of Exchange, Amount 

Received 

On Returned Bills, Amount Re- 
ceived 

On Drafts and Advices, Amount [ 

Received I 

' On Sundries, Amount Received . 

I 


V. 

ABSTRACT BALANCE OF THE GENERAL LEDGER. 


Dr. 

I £ 8. d. 

Manchester and Liverpool [ 

District Banking Co., Lim. | ! 

Bills of Exchange (see Cer- 1 j 
tifioatc and Analysis) . | ] 

Bills returned . . .1 

Current Accounts (see Ab- 1 
stract) . . . . I 

Bad Debt Account . . i 

Differences in Cash 
Balance of Cash on Hand (see 
Certificate) 


Ca. 

I £ B. d 

Manchester and Liverpool 
District Banking Co., Lim. 

I Deposit Accounts . 

I Current Accounts 
I Differences in Cash 
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VI. 

ABSTRACT OF GENERAL ACCOUNT OF CHARGES. 


lt!( of Premises in occu- 
pation of the Bank. 


j Rent payable by the Bank . 

I Taxes payable by the Bank . 

\ Insurance payable by the Bank 
I Repairs per Statement . 
Salaries, vu. 


*2nil of Salaries of the "■ 
Bank’s Oflicers. 


Manairer 
... Cashier 
... Accountant 


Clerks. 


8. (1. ij s, (L 


3r(l Official Communica- / Transmission of Cash . 
tion and Transmis- \ Postage 
Sion. Carriage of Parcels 

f Travelling Charges allowed 
Coal, Gas and Cle.aning . 
Stationery . 
special allowance. | Ijaw Charges 

Allowance to Clerks 


VH. 

ABSTRACT OF CURRENT ACCOUNTS. 


ANALYSIS OF BILLS OF EXCHANGE ON HAND. 

(These Returns would be similar to the Weekly and Monthly Re- 
turns.) 


IX. 

BAD DEBT ACCOUNT. 


Same. , 

' Liability on 
; BilLi and 
Balance at 
dat« of 
Failnrc. 

Prewnt 
Balance as 
shown by the 
Bad I)e)>t 
Le<iger. i 

IteceipU ex- 
pected from 
i)iridend« or ' 
from Seemitie*. | 

KNtimateit 
' IXMW. 

i 

i 

1 i l..id 

■ 1 

! 

' 1 

• ^ 1 

1 1 

, i 

) 

«-|d. 

i 

i 

) 

1 1 

JB ' d. * 

1 1 ' 

i 1 

1 1 

fi 8. d. 


Report on the above Accounts and Specification of Securities. 
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Thk half-yearly oi' periodical statcn)(iiit of accounts can he prepared 
without difliculty from the General Ledj;er since it is customary to 
extract the balances daily. 

The following' is a summary after the various accounts which form 
the woi’king expenses have been closed and the l)alances tmnsferred to 
Profit and Loss : - 



.1: 


•1. 


“ a 

~ 

d. 

Cahh . . . 1 

it.ii.w.iiari 

<1 1 

10 

Curient Account Town j 




Hank of Kn^land . 


1‘2' 

2 

„ „ Country 1 

25.110,402 

1!) 

4 

Hilln IJiHcounU'd 




l)cjH)Ml Ucccipts , 

io.7:)'.i,:i70 

H 

0 

I’roniiHHory Notca . 
I.OtltlH . . . ' 


H 

10 

Hlllh l’iv\Hhlc 

, s,4(;i.:oi2 

2 1 

1 

ir,.4r,r.,7/>ii 

\r> 

1 

Sold . 

24.2()K 

11 

7 

Money at Call . j 

(i.uaa.'.M’.ri 

2 

0 

SuH|»cnH<‘ IntcU'Kt Cr. 

2 

1 

11 

Aooeptancu Account i 

a,4(>i.:H‘rj 

2 ' 

1 

I'rotit and Loks Account 

:j(;h.:u7 

a 

10 

Imloraeinenton Hilla 




Capital Account . 

;i,r).)4.7K.5 

10 

0 

HOllf , 


11, 

7 

Heserve Fund 

1,150,000 

0 

0 

SuK|)cnHo IntercHt Ci.i 

l.H7,!»0t; 

' 1 

7 

Uebate . . . . 

20,077 

5 

11 

Itank I’renuHCH . i 

1. f.')ri,H7u 

4 

1 





InvcHtnient Account ] 


12^ 

•* 






2 

K 


’ 45.027,050. 

"2 

H 


The Overdmwn Accounts do not appear, since the Current Account 
balances repro^ent the net amount owing to customers, the debtor 
balances having Ixicn deducted. 

In the same manner other accounts, such as liCtters of Credit and 
Circular Notes, would appear under (yiirrent .\ccounts. 

The Rebate is the amount carried forward to the next half-year’s 
profits as already explained. 

A more detailed account know’n as the Balance Sheet is prepared 
which gives a complete summary cf what the Bank owes to indi- 
viduals either as sharoholdei-s or depositors, and on the other hand, 
what pro^jerty or assets is hold against such liabilities. A second state- 
ment with particulars as to the profit made during the half-year is 
also given. 
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9 


45,(K7.056 
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On examination we notice that the assets are “ mai*shall6d/' or in 
other words, placed according to their liquid chaiacter. 

The Cash in hand and at the Bank of England therefore foi-ms the 
first item since it is necessary to keep an adequate Cash ReseiTe to 
meet any possible demand. There is no fixed mlo as to the amount, 
but the London Banks hold from 12 to 17 per cent, of their liabilities 
in ca‘<h. 

The next item “ Money at Call ” represents Capital lent to Bill 
Brokem for short periods and used by them for the purpose of discount- 
ing bills in the market which are deposited with the Bank, as well as 
other hecurities known as " floaters,” as security for money lent. 

The Reserve Fund and a large proportion of the Capital is invested 
in Government Stocks, so that in cases of emergency such securities 
might be sold without difficulty. 

A valuation of all the Stocks is made at the end of each half- 
year, the market prices for the same being ascert lined from the Stock 
Exchange Official List. 

There are other investments of a first-class chai'actor which are 
sUted separately in the Balance Sheet ; sometimes an acx^ount entitled 
"Profit and Loss on Investments” is opened in the Genoml laxiger 
for the purpose of transferring the balance either of profit or loss on 
each Stock to the Profit and Loss Account. 

Another method of dealing with Stocks which have fallen in value 
is to transfer from the Iteseiwe Fund an amount suHicient for the 
puri>ose of writing dowui the values to market prices or possibly Ixjlow. 

It is, however, not customary to take into account any rise in 
value, but of course when Stocks are sold, the profit, if any, would 1)6 
ti-ansfen-ed to Profit and Loss. 

Bills of Exchange are considered one of the best forms of invest- 
ments for a Bank, sinee they mature at short periods, either three or 
six months, so that the Capital represented by such documents is 
continually being re-invested. 

There is an additional security in the case of bills since all parties, 
either as drawers, acceptors or indorsers, are liable to the holders for 
value ; the profit derived from the discount of bills fluctuates considerably 
and is largely dependent upon the Bank Bate of Interest. 

With regard to Loans and Advances, a larger profit is however 
made, tut the security is not usually of such a liquid character. 

The next item viz., Acceptances, it is customary for correspondenta 
either at home or abroad to draw bills on the London Banks so that 



132 


THK BALANCK STATEMENT. 


they become liable for the payment of such documents at maturity, 
securities bjin^,' deposited as cover foi the amount of such Acceptances ; 
the business is piofitable but requires careful attention liecause a 
sudden collapse of credit in the money maikot mij^ht have a dis- 
astrous elfeot 

Liialnlities of customeis foi indoisement lefer to bills sold for 
custoraeis, and indoised b\ the Bank, but the iisk involved is com- 
paratively small 

The last item, Bank Piemises \ccount, is somewhat of an un- 
productive charaetei, because, as a lule, theic is no income deiivcd from 
the investment, allhough ot couise it would be necessaiv to pa\ rent 
if the Bank did not puichase its business piemises, the usual method 
adopted is to wiite down this ,issct so that the amount stated in ihe 
Balance Shot is considciabl^ lielow the market value ot the pio[Kirtv 

On the dnbloi side of the account we have the liabilities, the Inst 
item l)einj.( Capital \ce mnt which i<‘piesents the amount invested hy 
shticholdois 111 oidet to cair^ on the husiness 

The liesGive Fund lepiesents the accinmdalions ot undivided 
piolits, in fact similai to tlu* Heseivi* Fund ot aii\ othei Tiadinm' 
Company, ft is, however, usimllv invested in (loveinment Slocks or 
Othei fiist-class seeuiities 

The amount due on Cm lent and Deposit Accounts is the halance 
of the same as staled in the fjodi'eis 

Acceptamus heni^ a liahility the amount must ho shown, but as 
securities are hold as cover the total must also ajipeai as an asset. 
For the same leason liabilities hy iiuloisemeiits on Foieij^n Bills 
appear as a ( on fra (mtiv The mteiest due on deimsils but not paid 
to the depositors as well as uiicUimed dividends is meluded amouf'st 
the liahililios 

Hehato and Piotit and Loss aio the last items, the foimei being 
a pait of the prolit to he ciniied foivvaid, as alieudj explained, and the 
latter loprosonts the net piolit togethci with the balance brought for- 
ward from the last half->eiu s accounts. 

A moie detailovl statement is given m the Profit and IjOss Account, 
which gives infoiniation as to the gioss amount earned , on the other 
side of this account interest allowed to customers, working expenses 
and the amount to he divided amongst the shareholders, together with 
the balance of undivided profit earned forward to the next half-year 
is shown. The Genoml Letiger, as already stated, gives the various 
totals of the accounts which appear on the Balance Sheet, and if the 
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entries have been correctly made the two sides of the account should 
agree. 

This method of showing the totals of various accounts is known 
as the Total System, and is similar to keeping a merchant's accounts 
with a nuinl)er of Sectional licdgers, such as Town (Sales) ficdger, 
Bought Ledger, E.xpenses Ijcdger and Geneiul or Private fiodger. 
In order to carry out this system it is necessary to have the Cash 
Book ruled with as many columns as there are separate fiodgors. 

The General licdger would have accounts opened for the various 
Sectional Unlger accounts and the totals from the same would Ikj 
posted. 

A trial balance of the various accounts am he made without 
difliculty by means of this method of book-keeping. 
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IXHPKCTION-AUDIT. 

A PEUFKcr system of iiccounts is required for theyjurpose of inspection 
and the periodical examination l)y the Bank’s AnjUtors. 

For this purpose every return to the Head Office should give full 
partioulars as to the hanking oiKjrations, so that the Directors may he 
in possession of every fact connected with the business. In order to 
verify the correctness of such returns a stall of rns})ectors is appointed 
who must of necessity have a perfect knowledge of Bank accounts so as 
to enable them to check the hooks in a thorough and systematic manner. 

The Head Office accounts would Ik; examined by the same method 
as the Branches. 

The Weekly Return from the Branch to the llejul Office is a Balance 
Sheet showing the assets and liabilities, together with full particulars as 
to liOans, Overdrafts. Bills Discounted, (]Iash in hand, and other advices 
of which it is necessary to inform the Head OHice, and the Inspector 
must satisfy himself that the return is |)erfectly correct. 

In order to facilibite the work, the Branch i< supplied with a Pass 
Book which is a copy of the (’ash Account at the Head Office, and 
every entry should agree, all outstanding differences being adjusted, 
and a list supplied for veriftcalion. 

The Inspector on his arrival oxamine-s tlie cash as recorded by the 
Receiving and Paying Cashiers' Books which sliow the amount held. 

If Drafts have l)een issued on the Head Office the l)alance in hand 
must l>e checked, and cancelled Drafts compared with the counterfoils 
in the Draft Form Book. 

The Weekly lieport gives the nuiul)er of Current Accounts and also 
a list of accounts opened and closed, and thia statement can be checked 
against the Ledgers. 

The Pass Books which are in the possession of the Branch should 
be examined against the Ledgers in order to ascertain whether they are 
correct. 
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The Deposit Receipts issued must agree with the corresponding 
entries in the Deposit Ledger, and the balances of this Ledger must 
agree with the total amount in the General Ledger. 

It is found desirable to extract daily the Imlances of the General 
Ledger in a Summary Book and this should Ixi compared with tlie 
entries in the General Cash Book. 

The various securities held either as security for loan or on 
cnstoraers’ account must l)e carefull) examined. 

With regard to Bills Discounted they are checked against the 
corresponding entries in the Bill Diaries ; the Rej>ort Hook would give 
the necessary particulars as to the linancial standing of the acceptors. 

The balances olAie Discount Ix'dger must agree with the l)ills in 
hand, l)Ut if any bills nave been sent for collection the Inspector would 
take note of the same and see that the Bank receives payment in due 
course. 

The Weekly Report would give full particulars as to securities lodged 
as cover for loan, the following forms being tilled up — 



(iUAKAXTEKS. 


Name, iH'i iijiatitm 

Pale .ml 

Hi'fiTcc anil Opinion 

.tnil iKldietia nf (iu.uantec 

Auiouiit of (iiuMiitee 

ri 1 i'iu‘il H lUi iliUe of rejMirt. 

John VViIkuis 

I'.lO'.i, Dm in in r I-- 

lOO'.t, 10— 


£10(10 

Hunk n [lort liiphly roKpectablc 
uii'l i|uiti* the 

enpuKemunt 


DKKDH OF I’UKKIIObD rHOFEHTY. 


Deffriptlon ConnlUm- Aniiuivl Ratrtibk 
ofPn.ptrty. tlon, R<>m , Value. 


By 

I valueU 
luul (late. 
Value I Own 
t iipinion 
j of talne. 


Piirtktttani 
uf In- 
mi ranee. 


10 Union iiHOO m ‘ m ‘ Mortg««e of iifiOO I 1000, Liverpool 
Street, 1 . £200 ! Dei . 10, and Globe, 

Peckham , ' ^ , ^^0 

, ‘ ‘ I A Co,, j 

I'll ) £700 i 


1 
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DKEDS OF LEASEHOLD PROPERTY. 


By whom 


Dmcrip* 
tion (if 
Property. 

1 Kxpirti 
tion of 
U-atie 

( otmldera 
tIon 

Oronml 

Hunt 

Annual 

Runt 

Tlat(>nlile 
\ iluu 

Kiicum 

iirancea 

Katf 
inated 
\ nine 

^ alnud 
am! (late 
Ohm 
opinion 
of lalue. 

Parti(mlai 

ofin 

KU ranee 

20 John 
Stn «l, 

Nutting 

ton 

' 1000 

1 

tlOO 


U<» 

t'U 

Nil 

iWO 

1%'), 
Dec 15, 
JoncH 

A Co, 
1500 

Sun, 

£500 


LIhK POLK IPS 



1 



If on 


Office 

1 

i 

Name ami | 'f, l»Ht.« ami ,, 

K-r Hi 

! 

tnnu it 
I’leiiiiuin 

siimnilui 
\ lllllu 

lialf 
( rtxlit 
ayateiii 
or in 
ail) MB) 
UK mil 
lierwl 

If assl^fiied 
to Rank or 
taken huIi 
J o(t to 
aasignnient 

Hun 

John JoiK’H, 25 jeur'i, lOOO, 150 

U5 

1150 

No En 

Awiigned 


Rmidet |Hdinilk(i Jan 1, 



eiiin 

to Rank 


I 1 UOIM) 



brane(*s 

Notice 


Aiimml to 

PrtMiu ConiiMinj 
um ixiid 
111 full 


STOCKS OR SHARES 


Amount. 

I>«Mri|iti< n 

Prio. 

\alue 

Iranifer 

£500 

Japan 4 p«'r cent Honda 

% 

450 


100 

Argentine 5 „ „ „ 

100 

100 


100 8h8 

J. Lyons A Co 

<> 

000 

In name of Rank 



£1150 



The Inspector examines all the Securities lodged as cover and 
also investigates the Bank's title to the same. 

The Deeds of Freehold and Ijeasehold Property are generally 
investigated by a Solioitoi on behalf of the Bank, and either a legal or 
equitable mortgage obtained from the borrower. If a Laud Certificate 
has lieen issued from the I^and Registry Office it should be de^iosited 
and the Bank would give notice of its charge. In the same manner 
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the assi;,mments of Life Policies are examined, and if notice has l)eon 
given to the Companies the usual acknowledgments must Ix) produced. 

With regard to Stocks and Shares, the Bank obtains a Ijetter of 
Charge from the customers, and in case of registered Stocks they are 
either tmnsferred into the names of the Bank’s nominees or a stamped 
executed tmnsfer obtained from the registered proprietor, If securities 
have lx3en lodged for safe custody the Inspector oxamiuos the same 
and checks the entries in the Securities licdger. 

Tlie Charges Book is almost identical to the Pettv Cash Book of 
a merchant, various columns Injing utilised in order to subdivide the 
working expenses as follows 


iiUtt 




Rent, 

Tiix^s, 

lusur 

HlK’f 


Kui'l 
(ias, 
tN .it«r 


(’lean- 
' inR 


Chei 

R.XI 


‘'t.unpH. 


1*01*1 

IIROI* 


|j4w l*rlnt- I m l 
CliarRO'* 1 ItiR ilental 


( rnlltK, 


The vouchers and receipts for the various paymi'iitsare examined, 
and any extraordinary expenditure would H*(jUiro special mve-*tigation. 

If the Bmnch has any Past Duo Bills or Had Debts the Inspi'ctor 
should see that they are eliminated from the accounts at the end of 
the half-year unless it is considered desimhlc to retain a small balance 
in case of a future recovery. 

On completion of the examination of the various liooks the In- 
s[)ector would report as to the manner in which the accounts are kept, 
and the General Manager must be informed of any irregularities which 
have occuried since the last in8|)ection. 

Audit 

An Auditor is a recognised Ofticer for every Company formed 
under the Joint Stock Companies AcU : — 

The Companies Consolidated Act of 1908, section 112, states that 
“ every Company shall at each annual meeting ap|)oint an Auditor or 
Auditors until the next annual General Meeting Section 1 13 gives 
particulars as to his duties, which are as follows :~ 

** (1) Every Auditor of a Company shall have a right of access at all 
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times to the books and accounts and vouchers of the Company, and 
shall be entitled to require from the Directors and Officers of the Com- 
pany such information and explanation as may be necessary for the 
performance of the duties of the Auditor. 

“ (2) The Auditor shall make a report to the Shareholders of the 
accounts examined by them and on every Balance Sheet laid l>efore the 
Company in General Meeting during their tenure of office, and the 
report shall state (a) whether or not they have obtained all the in- 
formation and explanation they have required, and (/>) whether in their 
opinion the Balance Sheet referred to in the report is properly drawn 
up HO as to exhibit a true and correct view of the state of the Company’s 
alfairs according to the Ixjst of their information and the explanations 
given to them and as shown by the books of the Company.” 

From the above it will be notices! that the Officers must supply the 
Auditors witli (wery information as to the methods of book-keeping 
adopted by tlio Bank. 

It is therefore iinpoitaut that the Auditor should distinguish 
between the I'riucijial and Subsidiary Books and understand the 
sy.stoni in use. Although there may U* dilferences in the various 
methods adopted by the Banks. \et tluw are tlicorelieally the same. 

For example, tlu' Impersonal Accounts may be found in the 
Oonoral Ijcdgorin some institutions whilst in others they appear in the 
Current Account Uvlger. 

The Balance Slieet gives particulars of the Assets and Liabilities 
which are carefully examined. 

With regard to the Assets tlie Auditors must 

(1) Examine the (’ash. 

(2) lixamine the (’ash Ai tides in transit. 

(11) Check the Securities lodged against Money at Call. 

(4) Fixamino the Investments, including those specially held on 
account of the Reserve Fund. 

(5) Compare the Bills Discounted with the entries of the same in 
the Bill Diaries. 

(6) Ascertain the amount of Loans from the Loan licdger. 

(7) Examine the Deeds held on account of Bank Premises, the 
amount of Capital invested in the same lieing recorded in the Bank 
Premises Ijedger. 

On the debtor side of the account the Auditors would examine 
the Liabilities which are as follows : — 

(1) Capital Account, which appears in the General Ledger and 
represents the amount due to shareholders. 
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(2) Deposit and Current Accounts, which are checked against the 
balance trial sheets made out half-yearly by the staff. 

(3) The amount of the Acceptances which cjin be ascertained from 
the Acceptance Ledger. 

(4) Indorsements on Foreign Bills sold which are shown in the 
ledger as the record of this liability. 

The Auditors would also examine the Profit and Ixiss .\ccount and 
check the General Ledger, and would see that the touls of the various 
accounts agree with the amounts in the lialancc Sheet. 

The Subsidiary Books would give further details as to the Assets 
and Liabilities ; for example, the Iwilance of Cash consists of ('ash in 
hand and at the Bank of Jlngland, the former being sulnlivided into 
coin, huik-notes and Drafts. 

The com is the amount held In the Paying and li<»ceiving Cashiers 
and would lie checked by the Auditors; similarly (he Cash at the 
Bank of Lngland would be ascertained by clu'cking the balance at 
that institution, which should agree with the amount m the Bank of 
Lngland Pass Book and Geneial U'dgcr. 

Hank-noU>s, eithei new obtained from the Bank of I'higland or 
old paid in during the day for customers credit, are also checluxl. 

With regivrd to the Drafts they represent (die(pu>s and Po.stal 
Notes received but not sent out for collection. These effects aie known 
as “Walks” which are entered m separate books and can l>e examined 
against the entries, 

ff any ehetpies have iieen sent out for eoilection the, Auditor must 
see that the Bank receives the proceevls in due com sc. 

There are also cheipies receiVLsl too late for piesentation at the 
Clearing House and known as “ marking ”. The Bank presents the same 
at the various Banks upon whom diawn where they are initialled 
by a Cashier, the effect being to ensme pavmeiit the following day. 

The Drafts would also include nn[)aid chejjues retm ikkI from the 
Clearing House and known as “Keturns". Such Drafts must Ixj in- 
cluded amongst the assets, the Customers’ Accounts Ixting debibxl for 
the same the following day. 

The grand total of coin, l)aiik-notcs and Drafts alrea<ly descriliod 
form the amount appearing as Cash in the Balance Sheet. 

The Securities held against Money at Call generally consist of 
Bills and Bearer Securities of a first-class character known as. 
“ floaters ”. 

The Investments of the Bank are represented by the amount in 
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the General Ijedger, and after such Investments have been examined 
the prices of the same must l)e checked against the market quotations. 
It is usual to value such securities considerably lielow their actual 
value. 

With regal d to Insciilied Stocks at the Bank of England or else- 
where a certified statement is obtained stating that the balances 
held are correct. 

Bills Discounted can lie checked, as already stated, against the 
entries in the Bill Diaries, the total of such bills agreeing with the 
amount in the Geneial Ivcdger. If any bills have been sent for collec- 
tion the Auditor must see that the Bank receives payment. 

The Ix)an Ijedger gives the necessary particulars as to the Ijoans, 
and the Auditor would check the securities held; in older to provide 
against depreciation in value the Banks require a margin of alxmt 
10 per cent, to cover any possible loss. 

The Overdnifts are shown in the Gurrent Account Ijcdgers as 
Dolitor Accounts; the half-yearly sheets "j)! epai ed by the Bank give 
the necessaiy particulars, tlu' Auditor must ascertain what security 
the Bank holds against such Overdrafts. 

Every half-year sheets are prepared showing the balances of the 
<lurrcnt imd Deposit Account Ledgers so that the .Vuditor can examine 
these lists against the Ijodgers and verify the same, the grand total 
being the amount as shown in the Genoml Ijcdger. 

The ('urrent Account I Aslgers include the Debtor .\ccounts, which 
must lie taken out separately as the balance statement onl\ shows the 
amount of the (hirrent Accounts, less the Debtor Balances. 

It is nocesaarv for the .Auditor to st*e that the Bank is fully covered 
against such Overdnifts as reiuesented by the Debtor .Accounts, and if 
there is no securitN hold, he must .'Satisfy himself that no loss is likely 
to arise. 

Other acuountsapiHiaiing in the I/eilgur, such as Ijetters of Ciedit, 
Circular Notes, etc., can bo examined t^{amsl the corres|>ondmg entries 
in the Subsidiary Books which give the necessary {larticulai's. 

The details of the Rohate Account are shown in the Discount Re- 
gister and represents that piopoiiion of interest which must be earned 
forward to the next half-year s account. 

The Profit and Loss Accounts would be checked against the cor- 
responding entries in the Gcnenil I/3dger ; amounts which represent 
losses must be eliminated and debited to Pmlit and Loss. 

The Auditor king a recognised official 1ms the right of access to the 
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I) 0 ok 8 at any time, and may, if he considers itiulvisable, make a period- 
ical inspection in order to stvtisfy himself that the system of audit and 
c!iw;k carried out by the Bank is perfect. 

Jf considered twlvisable the following' iKwks and seourilies mij'ht 
\r checked at a surprise audit 

(1) General Cash Book, including the balance of (’ash in hand, 

(‘2) liank of England Pass Book, wliich shoiikl agriH- with the 
li.ilunce in the (ieneral Ixidger. 

(3j Bills held against Mone\ at Call or as security for Loan. 

(•1) Investments, including Inscribed Stocks 

(5) Deeds, Bills of linding, Wai rants or other Securities held 
against lioan; the value of such ^ecul’ltles should he considerably m 
ONcess of the amount appearing in the General Dalgeras Loans and 
.\dvances. 

Wlien a Bank has a large numlH'r of Branches it would lie some- 
what ditlicult for the .Vuditors to inspect the whole, especially as 
the half-\ early lialance takes place on the same day, hut it is customary 
for them to check the Cash and Bills held as security at the largo 
Bi'anches. 

,\s It IS somewhat impossible to personally visit all the Branches 
the Auditor must satisfy himself as to the soundness of the system and 
that the continuous Audit undeitaken by the Inspectors is peifect in 
eveiy way. 

The weeklv statements from the Branches to the Head Oflieegivo 
the financial position ; the Cash Balance either due from oi to the Bmnch 
can lie checked from the ^/•dgers at the 110.1111 Gllice. 

At the end of the half-year there is an additional statement showing 
the closing entries of the Brolit and I>oss Accounts. 

There is also a certified statement showing that all the losses on 
account of had and douhtfiil debts have been duly provided for; as 
these statements are certified hy the two principal ollicers of each 
Bmnch, the Auditors would accept them as being correct, Init of 
course in case any explanation is required it would ho their duty to 
obtain the necessary information. 

When the whole of the examination is completed the Auditors 
must sign the Statement of Accounts m accordance with the Act of 
Parliament, stating that in their opinion it is a true and correct view of 
the Ckimpany’s hnancial position. 



CHAPTER XIX, 

EXAMINATIONS IN BOOK-KEEPING. 

In order to puss an examination succoHsfuily great care ia required 
in making the entries to the correct acc Hints. 

For example, in the case of Hank l)Ook-keeping, the Cash Account 
and the Profit and l/osa Account are important, and if the entries are 
correctly made to those accounts there is not much difticulty in pie- 
paring the Iklance Sheet. 

It must Ik) remomliered that every debit requires a corresponding 
credit, therefore the U‘dgor balances must agree if the entries have 
been correctly made. 

On the other hand, if they am incorrect a fresh examination of all 
the entries is necessary, liecause the total of the del)it8 must equal those 
of the credits. 

In Journalising it is necessary to remember that the receiver must 
always he debited and the giver credited. 

For example : — 

Dr. I Cn. 

Cash lWei^ 0(1 £500 . . j To Capital Account- 

Goods Iteoeivod 100 .1 Gi\er .... £500 

I To 8. Joncfl— 

I Giver .... 100 

Good figures and neat writing are of the utmost importance ; in a 
Bank an Inspector or Auditor's work is considerably lightened if the 
books are kept in a peileotly clear and methodical way. 

On opening Ledger Accounts it is usual to write the headings large 
in order that the names should be couspiouous. 
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No erasures are allowed in book-keeping so that in case of mis- 
takes the incorrect figures should be ruled out and the correct ones 
substituted. 

When the principles of debit at'.d credit entries are conwtly 
understood there ought to be no difficulty in answering questions on 
book-keeping. 

The use of the three principal books of account, vi:., Journal, 
Oash Book and Ledger, must always be remembered, and when a 
series of entries have to be reconled these l)ook8 are to be used as 
much as possible. As already stated evei 7 credit entry re(jiiire8 a 
corresponding debit entry, and it must not be forgotten tliat in [wsting 
from the Journal to the Ledger two entries are required. 

We have mentioned the three principal Ixwks, but of course the 
liedger is the most imporUnt, because from it can t)e obtained the 
Balance Sheet and Profit and Loss Accounts. Subsidiary books arc 
not always necessary, and the accounts of a small business could l)e 
kept with the following, viz. 

Cash Book. 

Day or Sold Book. 

Invoice or Bought Book. 

Journal. 




powible. but in the case 

_int *hn 1"“’ “ indebtedness 

“0‘berfotm, so that 

" ' r would be Debtor to Cash. 

*“ Contract Accounts, all charges aie 

«ted. m6ladi^ Mst of material, wages and expenses of manage- 
if a Mntraot is only partly exeouted, and the books require 
Dfttot&ig. the amount already expended must be treated as an 
asset aod consequently debited. 

In balancing accounts the difference is stated on the side which 
show,S the largen amount. For example 


CASH ACCOUNT. 


im 


£ 

8. 

d. 

1900. 


£ 




To Ci^tal . 

100 

0 

0 

Jan. 5 

By Goods . 

20 

0 

1 ( 


„ Goods . 

60 

0 

0 


„ F. Evans 

10 

0 

( 

^ - .< 

„ Jcmes&Go . 

80 

0 

0 


„ Balance . 

150 

0 

i 



180 

0 

0 j 







Balance. 

150 j 

' 0 j 

0 



180 : 

m 

1" 


It will bo noticed that on balancing this account the dififeren e 
is shown as stated. 

Specimen examination papers are given of the Society of Arts 
and Institute of Bankers, and, if carefully studied, little difficult} 
will he experienced in answering similar questions. 

The Trading Accounts, Profit and Loss and Balance Sheet will 
be similar in all commercial transactions. 

As a knowledge of book-keeping can be obtained by examina- 
tion of the half-yearly reports of banks and trading companies, a 
series of Balance Sheets are appended. 


SOCIETY OF ARTS EXAMINATION. 

Black and White are partners on the following terms : 

(1) To receive 6 per cent, interest upon their respective Partner- 
ship Capital with yearly rests. 
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(2) To receive as Partnership Salaries : Black, £60 per month i 
White, £20 per month, and to withdraw no further suml* pending 
ascertainment of profits. 

(8) Depreciation of 10 per cent, to be written off Plant ahd 
Machinery as standing in the books at the end of the year. 

(4) Provision at 5 per cent, (for doubtful debts) to be reserved 
upon all Book Debts excepting Bank Beceipts. 

(5) The net Profit or Loss to be shared thus : Black, two-thirds ; 
White, one-third. 

On 30th November, 1897, the following was the Trial Balance 
of the firm’s books, which were kept upon the Double Entry 
System : — 


Dr. Cr. 






U 

8. 

d. 

£ 

1. 

d. 

Black (Capital Account, Jan. 1, 1897) 






4,200 

0 

0 

White ( 

) 






1,500 

0 

0 

Black (Drawings Account under Clause 2) 


660 

0 

0 




White ( 


) 


220 

0 

0 




Purchases 




26,402 

0 

0 




luvcstmouts— 










('onsols at Cost 




1,230 

0 

0 




Dividends on Consols at Coat Received 






80 

0 

0 

Wages 




8,841 

0 

0 




John Jones & Sou 




8,426 

0 

0 




Jas. Smith <& Co. 




7,189 

0 

0 




Win. Owen .... 




8,686 

0 

0 




Legal Expenses .... 




14 

0 

0 




Cash in Hand .... 




10 

0 

0 




,, at Bank .... 




1,206 

0 

0 




Freehold Property . 




20,641 

0 

0 




Machinery and Plant 




6,440 

0 

0 




Bills Payable .... 







8,816 

0 

Q 

„ Receivable 




602 

0 

0 

! 



Manager's and Clerks’ Salaries . 




946 

0 

0 




Office Expenses .... 




108 

0 

0 

i 



Discount Account 




214 

0 

0 




Sales 







48,661 

0 

Oi 

Stock Account (Jan. 1, 1897) . 




8,842 

0 

0 


1 


Roberts Bros. .... 







8,248 

1 0 i 

0. 

Robinson &Go 







6,768 

ioi 

0 

J. Green & Son. . , 







6,968 

’ 0 

0 

Rent, 11 Months . , , 




660 

0 

0 


] 






79,085 

0 


79,086 


o' 


Open the accounts necessary to record the above particulars in 
the books, and post the undermentioned transactions for the month 
of December. The extent to which you use the Journal is at your 
o\vn discretion • 


10 
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£ 

B. 

d. 

Dec. 2 

Purchased from Roberts Bros, on Credit . 

7,841 

0 

0 

M 8 

Paid Rates 

141 

0 

0 

„ 9 

„ Robinson A Oo. (after Deducting Discount, £12) 

240 

0 

0 

„ 10 

„ BUI, No. 48 

100 

0 

0 

11 

Received from J. Smith & Oo. (less Discount, £42) . 

948 

0 

0 


Sold Wm. Owen A Co. (on Credit) . . . . i 

1,000 

0 

0 

„ 16 

Purchased from J. Green & Sons (on Credit) 

3,421 

0 

0 

„ 16 

Bought Gas Engine from Loudon Gas Engine Co. (on 
Credit) 

360 

0 

0 

17 

Paid Wages 

442 

0 

0 

.. 21 

„ Taxes 

21 

0 

0 

24 

„ Premiums on Fire Policy for Year Ending Dec. 
26, 1898 

' 106 

0 

0 

„ 80 

Received for Sale of Consols 

1 1,200 

0 

0 

„ 81 

Paid Official Salaries 

' 300 

0 

0 


„ Offieo Exponses 

' 20 

0 

0 


„ Wages 

' 440 

0 

0 


Sold Jas. Smith & Co. (on Credit) .... 

1 1,049 

! 

0 

0 


All the above paymentn were made by cheque, and all amounts 
received wore paid into the Hank upon receipt. 

The Stock in Trade on 3 1st December, 18!)7, was certified by 
the partners as worth £3,400. The outsiandini’ rent owing to 
Benjamin Lewis for December (£60), and the partners’ drawings 
for the same month (under Clause 2) must be provided for. 

After making all adjustments provided for under the clauses of 
the Partnership Deed set out above, balance the books as on 31 st 
December, 1897, and prepare a Trial Balance. Make closing entries 
raising a Trading and a Profit and Loss Account. Close this by 
dividing the net profits between the partners under Clause 5, and 
prepare the Balance Sheet. 
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TRADING ACCOUNT. 


Dec. 1 To Stock Brought Forward 0 0 Dec 81 By Act i.nnt 
„ 81 .. Depreciation . . . 67MO 0 Balance (Stock) 

Doubtful DebU . 768' 0 0 Down 

H Pnrrhaaes Account 16,724 0 0 
„ Wagea Account . 4.723 0 0 
„ Le^Espenaea Account 14 0 0 
„ Salariea Account l.3().V0 0 

„ Office Expensea Account 126' 0 0 

Discounta Account . 244| 0 0 

„ Bent Account . 720 fl 0 

„ Trade ,, . 164 o 0 

„ FroBt ana Loaa Account 4,804 p 0 


Jiin 1 „ Stock Balance 


PROFIT AND LOSS ACCOUNT. 


Dec. 31 To Inveatmvnta Account 
„ Interest Account . 

„ Capital Account-- i 
A Black . 

B White 1,S06 


£ s.d. 1897. 

a» 0 0 Dec. 81 By Dirldenda Account 
286 0 0 „ Trading Account . 


BALANCE SHEET OP BLACK ft WHITE, 
81st Deckmbii, 1B97. 


Billa Payable 
Roberta Broa. . i 
RobinaouACo. . 

J Qrean A Sona . 
London Uaa Engine 


Oaab in Hand . 
at Bank 

Billa Receirabla 
J. Jonaa A Son 
J Smith A To 
Wm. Owen 


Lot Beaerve for 
^nbtful Debta 


Inanrance (nnexpirtd) 
Stock in Trade . 
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JOURNAL. 

Dr. Cr. 



£ 

s. 

d 

4 

s. 

Purchases 

25,462 

0 

0 



Investments 

1,23U 

0 

0 



Bank 

1,205 

0 

0 



Cash 1 

10 

0 

0 



Freehold Property .... 

20,641 

0 

0 



Machinery and Plant 

5,410 

0 

0 



Bills Receivahlo . . . . | 

5(.)2 

0 

0 



Trading Account (Stock) . 

3,H12 

0 

0 



Black’s Drawing Aocmnii 

650 

0 

0 



White’s „ „ . • 

220 

0 

0 



Wages 

H,H41 

0 

0 



J, Jones A Hon . 

H,42G 

0 

0 



Jas. Smith A Oo 

7.1.1'J 

0 

0 



Wm. Owen .... 

a,Gd6 

0 

0 



Legal Expenses .... 

14 

0 

0 



Manager's and Clorks’ Salaries 

915 

0 

0 



Oftloo Exp('ns<'H .... 

lOK 

0 

0 



Discounts .... 

214 

0 

0 



Itoiit 

GOO 

0 

0 



To 1 )i\hI<'ii(1m (Consols) . 




80 

0 

,, Bills l’a\ahle 




8,816 

0 

,, Sales 




4H,6G1 

0 

,, liol'orts Bioh 




H,243 

0 

,, Rolnnsnn A Co 




6,7CS 

0 

„ J. Green A Son 




6,968 

0 

,, Black's Capital Account . 


1 


4,200 

0 

,, White's ,, „ . . 


1 


1,500 

0 

Purchases 

79,0^5 

0 

0 

79,0‘^6 

0 

To Robjprts Hi os 

7,H41 

0 

u 

7,841 

0 

Trade Expenses (Kates) . 

141 

0 

0 



To Bank 




141 

0 

Robinson A Oo 

252 

0 

0 



To Bank 




240 

0 

„ Discounts 




12 

0 

Bills Payable 

100 

0 

0 



To Bank 




100 

0 

Hank 

948 

0 

0 



Discounts 

42 

0 

0 



To J. Smith A Co. ... 




990 

0 

Wm. Owen 

1,000 

0 

0 



To Sales 




1,000 

0 







Carry forward 

89,409 

1 0 

i"ii 

89,409 

01 
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JOURNAL--(conhfmdL^ 

I)K. 

Or. 


£ 

9 . d. 

£ I. d. 

1897. Brought forward 

89,409 

0 0 

89,409 0 0 

Dec. 15 Purchases 

8,421 

0 0 


To Green Sc Sous .... 



8,421 0 0 

, 16 Machinery and Plant 

850 

0 0 


To London Gas Engine Co. . 



350 0 0 

„ 17 Wages 

442 

0 0 


To Bank .... 



442 0 0 

Trade Expenses (Taxes) . 

21 

0 0 


To Bank 



21 0 0 

„ 24 Triulu ExjHsnses (Fire Piemium) 

2 

0 0 


Suspense Account (F'lro Insurance) 

103 

0 0 


To Bank .... 



105 0 0 

„ 30 Bank 

1,200 

0 0 


To liucstments (Consols) 



1,200 0 0 

„ 31 Manager's, cto , Salanch . 

31k) 

0 0 


Oftice Expenses 

20 

0 0 


Wages • 

410 

0 0 


To Bank 



820 0 0 

Jah Muitli A ('«> 

1,049 

0 0 


To Sales j 



1.019 0 0 

Kent . 1 

1 (k) 

0 0 


To Ben ainin I.ewis 



00 0 0 

Black's Drawing Account 

50 

0 0 


Wlntc’s „ . . 

20 

0 0 


To Bank . ... 



70 0 0 

Interest 

285 

0 0 


To Black’s Drawing Account (■'# per 




cent, on £4.20()) . 



210 0 0 

„ White’s Drawing Account (5 per 




cent on . 



75 0 0 

Trading Account Depreciation (10 

679 

0 0 


per cent, on £5,790) 




To Machinery and I’lant 



579 0 0 

Trading Account (Iie'>erve of 6 per 

763 

0 0 


cent, on £16,260) . 




*ro Doubtful Debts 



768 0 0 


98,574 j 

0 0 

98,574 0 1 0 
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Institute op Bankers' Examinations. 

Prepare from the following items a Balance Sheet and Profit and 
Lose Account as at Slst December, 1887 


The Limited Bank had on let Jannaiy, 1887, a Capital paid np of . £100,000 
And at the same date their Books showed the following items 

Liabilities to Onstomers on Current Accounts 175,000 

„ „ „ on Deposits ... . . 125,000 

„ Interest on DeiK)HltB 4,500 

Bebate on Bills Discounted in 1886 475 

Loans to Customers 250,000 

Bills Beccivablo in hand 46,000 

Cash in band ... 10,000 

„ „ „ at Call .36,000 

Investments in Consols, Debentures, and other Securities . . .50,000 

Bank I'remises, Furniture, etc 14,975 

During the year 1HH7 the Bank had the following transactions 

Cash at Call reps id to Hank .50,000 

„ Depoailod during the year bj the Bank 70,000 

„ llcHM'ived on Current Accounts 1,400,000 

„ l‘aid on „ 1,825,000 

Loans advanced to Customers 76,000 

Dl(^ Loans repaid by 40,000 

Interest charged on Loans 14,600 

„ received on „ b^ Bank 10,000 

„ „ on Casli at Call 700 

Deposits rooeivwl hy Bank 60,000 

„ R'paid hy „ . . 60,000 

Interest paid on DeiiosUs 8,760 

Interest aoormal on l)e|K)sits at Slst December, for year ending at 

that date 4,000 

Interest received on Investments 2,000 

Cash {laid for Bills Receivable Disoonnteil 120,400 

Discount charged on 4,600 

Bills rooelvablo. Matured and Paid 110,000 

Rebate of Discount on Bills, Discounted during 1887, but falling 

dne in 1HH8 . , . 860 

Bank Expenses, Salaries and other charges Paid .... 10,475 

Interest due on Cash at Cali, Slst December, 1887 . . . • 400 


BALANCE SHEET. 



£ 

8 . 

a. 


£ 

B. 

d. 

Capital .... 

100,000 

0 

0 

Cash in hand . 

8,075 

0 

0 

Otthrent Aooounts . 

260,000 

0 

0 

at Call . 

55,000 

0 

0 

Deposit „ 

Kebate on Bills not doe . 

115,000 

0 

0 

Investments . 

50,000 

0 

0 

860 

0 

0 

Bills DisoConted 

60,000 

0 

0 

Interest doe on Deposits . 

4,760 

0 

0 

Loans .... 

289,600 

0 

0 

Profit and Loss 

7,850 

0 

0 

Interest dne on Gash at Oall 

400 

0 

0 





Bank Premises 

14,975 

0 

0 


477,950 

0 

0 


477.960 

0 

0 
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PROFIT AND LOSS ACCOUNT. 



£ 

8. 

d. 


i 


Interest allowed 

4,000 

0 

0 

Rebate 1886 written back . 

m 

0 

Expenses .... 

10,475 

0 

0 

Interest, Loans . 

14,500 

0 

Boimte on Bilk not due . 

350 

0 

0 

„ Cash at Call . 

1,100 

0 

Balance carried to Balance 




„ InvcRtinenta . 

2,000 

0 

Sheet .... 

7,8.50 J 

0 

0 

Discount ohari^ 

4,600 

0 


22,675 

1 

0 

0 


22,675 

0 


CAPITAL ACCOUNT. 


Dr Or Dr. lUInni'*. Cr. RiU*nr«. 


1H87. 1 I 

£ js. 1.1 


■i. 

£ s. |.l. 

Li; 

.Ian 1 1 By Balance . 

1 L. 

100,000 1() 

0 

.... 1 1 

100,lHH)j0 0 


CUnUKNT ACCOUNTS. 


ml . ' 

.Ian 1 ' Hy Balance 
Dec :n „ Caah 
.. To .. . 


8. jd. 

£ K <i 

■ I™ 

£ s, ,.1. 

r7 . 

1 175,000 !0'0 


1 75,000 10 

1 

' 1,100, 000 jOjO 

1 ' 
! 1 1 

I,575,()<H) 0 
250,000 j 0 


DKl’OSIT \CCOUNTS 


1h87. 
■Ian. 1 
Di^ 31 



£ <1 j £ M. 

d. 

£ H. ii ! £ |s. (1 

By Balance 

; ; 1 125.000 0 

0 

125.0(H) 0 ( 

„ Caah . 

. 1 I 1 50,000 ' 0 

0 

175,000 [0 ( 

|t„ , 

00,000 0 0, ' 
i 1 i 1 


115,000 0 ( 


INTKHKST ON DKPOSITH. 


1887. > 1 £ |s d. 

£ 

s. 

d 

£ a. 

d.i * *i 

a. 

Jan 1 Bv Balance . ,1 

4,600 

0 

0 


j 4,600 

0 

Dec. 31 To Cash . .1 8,750 0 0 





1 750 

0 

„ 1 By Profit and j i 




i j 

1 


1 Lo88 * ' j 1 i 

4,000 

o' 

, ! 

0 

L 

' , 

1 4,750 

0 


REBATE ON BILLS. 


1887. 


£ 8 . 

d. 

£ js. d. 

£ 

8 . 

d. 

£• 

1 . 

Jan. 1 

By Balance 

1 


475 !0!0 




478 

0 


To l*rofit and 



} 







Loss . 

476 0 

0 

1 1 






Dieo. 81 

By Profit and] 


* 1 







1 

Loss . .| 

1 

M 

j 860 O'O 




860 

0 

J 
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LOANS TO CUSTOMERS. 



- 




■— 

- 


18H7. 


£ 

s. 

d. 

£ 

8. 

d. 

Jhh. 1 

To Balanoe , 

250,000 

0 

0 




Dec. 31 

„ Caeh . 

75,000 

0 

0 





Hy „ . • 




40,000 

0 

0 


To Profit and 








Loss, Inter- 







, 

OHt 

14,500 

0 

0 





By Ctisli . 




10,000 

0 




BILLS RECEIVABLE 

1887. 


£ 

.. 

d. 

£ 

i. 

1. 

Jan 1 

To llalanco , 

45,000 

0 

0 




Deo, 31 

Cash 

120.400 

0 

0 




„ 

i‘y .. . 




llO.OiOO 

1) 


To 1 roftt and 








L 88, Di8 








(’Dunl . 

4,000 

0 

0 





k i». |d. 

250.000 1 0 0 1 

325.000 1 0 0 ' 

285.000 0 1 0 

t ' 


2‘J<),500 I 0 1 0 
2H9,5(K) 0 0 


£ 

15,000 


55,400 


. d. 

o'o 

I 

0i0| 




1887. 


£ 

H d 

£ 

H '.1 

Jan, 1 

To Balanoe . 

10,000 

0 0 



Deo. 81 

., Cash at Call 

50,0lKt 0 0 



„ 

Hy 



70,000 

0 0 

„ 

To Current Acs 

1,100,000 

0 0 




By .. .. 



l.325.0(M) 

0 0 

„ 

„ Iioana 



75,000 

0 0 

,, 

To „ 

40,000 

0 0 



„ 

To Interest on 






Loans . 

10,000 

0 0 



„ 

To Profit and 






Loss, Intel 


1 




est on Cash 


1 



m 

at Call 

700 

0 0 


' 

„ 

To Deposits 

50,000 0 0 


1 

„ 

! By 



60,000 

0 0 

„ 

1 By Interest on 



1 



Deposits 



3,750 

o'lo 

„ 

To Profit and 



1 



Losa, lotor- 



1 

j 


ost on Invest- 


, 

1 

1 


ments . 

3,000 

o|o 


1 


By Bills Re- 






ceivable 



( 130,400 

io:o 

» 

To Bills Re- 






oeivable 

110,000 

0 0 


1 

91 

To Profit and 


i 

1 

1 ‘ 


Loss, Ex- 






penses . 


1 

1 

10,475 1 

00 


£ 8. d 

10,(K>0 0 0 

(>0,000 o'o 

l,3!H),0(M)'o 0 
65,000 0 0 

30.IHH) 0 0 

JO, 000 0 0 


40,700 ,0,0 
IK) 700 0 0 
30,700 j 0 ; 0 

26,950 1 0)0 1 

! 


28,950 'O 0 

I 


I 

18,550 0 0 

I I 

8,075 0 ol 


£ a 


i > 1. 

10,000 0 0 

10,000 0 0 
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CASH AT CALL. 


ml 1 

1 A 

i 

8. 

d.i 

£ 

1. ,d. 

A a. d. 

, A 8. 

.I'lii 1 To Balance . 1 

! 36,000 

0 

0 



.36,000 lO 0 


l)ti\3l BvCash. .j 




50,000 

0 0 

1 


.. To ... .1 

1 

70,000 

0 

0 


1 * 

65,t)00 ' 0 , 0 




INVESTMENTS. 



1H«7. 

1 ^ 

Is. 

ld. 

A 

s. d. 

A s. .1 

A |s. 

Jan 1 To Balancp 

50,000 

0 

r 

lO 



60,000 0 0 

1 1 


1 

iUNK 

PREMISES 



1HH7 I I’o Balance . 

A 


d 1 

A ! 

H 'd 

t . .1. 

A 1 ' 

Jan 1 

1 

14,07.) 

0 



1 

lt,97.V0 0 

1 

1 


INTERKSr ACCRl'El) 



IHx7. 

£ 

1^ 

.1 

A 

a .1 

A a .1 

1 1 1 

A j 

Deo 31 I'o Profit and 








IjOss, Inter- 





1 


' 1 

est due on 



1 


1 



('iisli at Call 

400 

<0 

1)1 

1 

1 

400 0 0 

i I 


I 


PROFIT A.\D LO.SS ACCOl'NT. 


1HH7 , i A K <1 

lU'C. UliR) liOans to i 

CiiMomerb, | 

InUrctil 

ByCH»h»tCHll,' 

. I 

„ To Deposits In I 

leresl . . | 4,000 1 0 0 

„ , By Bills Re- 
ceivable 1 ) 18 - ' 

, count . 

„ By licbate on ' | I 

Bills, Dec. ‘ 

' 31, 1H86 . 

„ By Itebate on , , 

> Bills, Dec. I I ' 

’ 31,1887 . 850 0i0| 

„ By Interest on j s 

InvestmenU I I 

„ ToExpensee .1 10,475 O^o! 

„ , By Interest due j 

i on Cwh at I i | 

' Call . .! 1 , I 

I ' ' I 


£ 8 . j(l A < .1 is ll. 

n, 5 {M) n|o I4,500iojo 

700 1 0 0 l.V-'<Hl|o|o 

j ll,2f)o|o!o 

I , i 

4,6iK» 0 0 l’>,800 0,0 

, 1 

476 OjO 10,275 ojo 

n,925 ojo 

2.000 oio ^ oio 

7,450 O'O 

400 0|0 7,850 OjO 
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The following itemR may be taken as representing the position of 
the Bank on the 1st January, 1891, and its aggregate transactions 
during the year 1891. Post them to their respective accounts, and 
draw up a Profit and Loss Account and Balance Sheet : — 


Paid up Capital, iHt Januj^iy. IHiU £100,000 

Undivided ProfitB of 1800 4,f>58 

Liabilities to Customers on Current Accounts, Ist January, 1891 . 326,300 

„ „ „ „ Deposit ,, . 235,842 

Overdrafts and Loans, 1 Hi January, 1891 . , , 287,400 

liilla receivable in hand, 1st 165,200 

Investments . .... 140,000 

Cawh in hand .... 24,20U 

„ at Call and Hhoil Notice 50,000 

„ paid ill by Customers on Current Accounts .... 2,tl7,000 

„ drawn out by Customers on Current Acoonnta .... 2, .356, 000 

„ paid in by Depositdi'- . , 664,000 

„ withdrawn by Doinwitors 586,000 

Hills Heoeivable, Discounted £297,000 

Less Discount chari^ed th'Miuii 10,500 

286,500 

Cash fiaid out for part of Mime £6,500 

Balance credited to Customers 280,000 

286,500 

Bills lloceivable, matured and jiaid during the year .... 267,000 

Deposit Interest accrued and paid during the year .... 6,000 

„ „ accrued to Slst Docemlier, 1891, but not paid 7,500 

Interest received on luvestmcntH . 4,500 

„ aoenied on linestmenta to Blst December, 1891 . . . 8,000 

Consols pureliased, £100,000 at 95 95,000 

India 8j{| per cent, sold ... .... 26,000 

New I*remiBes, C/OSt of Freehold . .... 13,7.50 

Colonial Bonds purchased . . 150,000 

EngUsli Bail way Debentures purchased . .... 100,000 

Managers’ and Clerks' Salaries paid . 6,950 

Directors' Fees paid . 2,000 

Income Tax paid . 865 

* Interest and Chargee debited to Cuatomeie ... . 24,250 

Sundry Bank KxjicnBOs, Cheque Books, etc., paid .... 1,468 

Rent, Taxes, etc., paid . 2,800 

Cash advanced on Short Notice 808,000 

.. . ). .. repaid by Broken .... 280,000 

Interest received from Broken 4,975 

Rebate on Bills Discounted 1,526 

IjObs by Bad Debts Written Off 2,845 

Interim Dividend paid Shareholden 7| per cent 7,500 

Cali made of £5 per Share on 10,000 New Sbaree .... 50,000 
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BALANCE SHEET. 



£ 

s. 

Capital .... 

150,000 

0 

Current Accounts . 

667, .300 

0 

Deposit Accounts . 

313,842 

0 

Rebate on Bills not due . 

1,525 

0 

Interest due on Deposits . 

7,500 

0 

Profit and Lose 



Balance brought 



forward . . 4,658 



Piotit for year . 15,772 



20,430 



Interest on 



Ihvidetul . . 7,600 

12,9.30 

0 


1.16.3,097 

0 


PROFIT 


£ 


Interest Allowed . 

18,600 

(1 

Salaries .... 

6,950 

0 

Directors’ Fees . ., 

2,000 

0 

Income Tax 

866 

0 

Sundry Expenses . 

1,46H 

0 

Bent, Taxes, etc. . 

2,H(K» 

(1 

Had l)obta 

2,346 

0 

Rebate on Bills not due . 

1,525 

0 

Balance carried to 



Balance Sheet . 

16,772 

0 


CA«h in Hand . 

„ at Call ^ . 

luvestraaiiUi * * . 

Btlla disooaaled 
Loanti and Overdratte 
Interest due on In- 
veatments 
Hank Promises , 


£ 

84,S4'2 
128, (KK) 
4(10, (KW 
206,000 
800, .H06 
•S.OOO 

12,7.*.0 


; 1,168,007 0 0 


Disronnt charged 
Interest on Invest- 
inenlB , 

Interest on Loans, Bt<’ 
,, „ Cash at Call 



Ih J 

lO.lRKL 


7,500 1 

1 I 

|o'( 

21,260! 

()l( 

' 4,976 : 

' 0 ' t 


47,226 j 0 ' 0 I 


17.226 j 0 1 0 


CAPITAL ACCOUNT. 


I)t f'r Dr nulanre Cr IteUnce. 



£ 1 

..ii! i; 

s. 

A 

£ Is. 

d. 

£ 

H. d 

By Balance 


1 1 100,000 

0 

0 



100, (MK) 

0 ( 

„ Cash . 


1 i 60,000 

1 

0 

0 

1 


150, (KM) 

0 ( 


CURRENT ACCOUNTS. 



£ ' 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

1 

a. !« 

By Balance . 




826,300 

0 

0 




826,800 

0 

H Cash. . 




3,4U.OOO 

0 

0 




2,743,800 

0 

To „ . . 

2,856,000 

0 

0 







:I87,800 

0 

By Billa Be- 












oeixable 




280,000 

0 

0 




667,800 

0 ( 
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DEPOSIT ACCOUNTS. 


1 

im. 

£ 

B.' 

d. 

£ 8. Id. 

1 ! 

£ B. |J. £ ift. (J 

Jan. 1 i By Balance . 




236,842 OlO 

' ' 1 235,842 10 0 

1 ‘ 809,842 10 0 

Dec. 81 1 „ Cash . 




664,000 10 0 

„ To .. . . 

686,000 

0 

0 

1 ' 

' 313,842 1 0 0 


LOANS AND OVEKDRAFTS. 


1H91. 


£ 


d. 

£ 

fl. 

d. 


B.ld.l £ 

Jan. 1 

To Balance . 

287,400 

0 

0 




287,400 

OiOj 

Dec. 81 

„ Profit and 










liOHH, Inter- 





i 



1 


1 eat and 








1 


1 Charges 

24,260 

0 

0 




311,660 

0 ' 0 i 1 


1 By Profit and 



1 





1 1 1 


! r.oss, Bad 








’ 1 


Debts . . 




2.34.'} 

jOjO 

309,306 1 0 ^ 0 1 




BlI.r.S BECEIVABI.F, 


1891. 


i is. d. y £ Is. ,d. 

£ ,s. d.! £ |s. d 

.Ian. 1 

1 To Balanoe . j 

16.V200joiOi 1 

166,200 1 0 1 0 1 

Deo. 31 

1 „ DiseountB . 

297,000 0 1 0 1 1 

462,200 i 0 ' 0 j ' 


1 By Cash 

1 1 257,000 '010 

1 

205,200 ' 0 , 0 1 i 


INVESTMENTS. 


1801. 


£ s. 

d. 

£ 

8. 

d. 

£ s d. ! 

£ 'b. 

Jan. 1 1 

1 To Balauoo . 

140.000 0 

oi 




140,00010 Ol 


Dec. 81 

1 ., Cash, Con* 

1 





1 



1 boIb . 

96,000 ;o 

0l 




286,000 OiOl 

„ 

1 By Cash, India 

1 

1 





1 


1 2^ per cent. . 

1 

i 1 

26,000 

0 

0 

210,000 0 0 



To Cash. Co- 






! ! 

a ' 


1 lonial Bonds 

160,000 1 0 

lo^ 




860,000 0 0 

1 

„ 

< To Cash, Rail- 





I 

1 

j 


1 Kay Debs. , 

100,000 0 

1 




! 

460.000,0 0 

( 
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CASH ACCOUNT. 


1 ^ 

8. d. 

£ 


d. 



jd, 

To balance . ‘ 24,200 

olol 



24,200 , 0 

0 

„ Current Acs. 2,417,000 

0 Oi 



2,441,20010 

0 

By u 


2,356,000 

0 

0 

86,200 

0 

n 

To Deposit Acp. 664,000 

0,0 



749,200 

0 

0 

Bv „ 


586,000 

OiO 

163,200 

0 

0 

., Bills Re- 1 

i 







ceitable 


6,500 

0 

0 

156,700 

0 

0 

To Bills Re- 

1 







c('i\at)l(‘ . 257,000 0 0 




418,700 

0 

0 

Bv Intereht on , 










6,(i()() i 0 

0 

407,700 

0 

0 

To Iiitercst on 








Iineslnionts 4,500 

0 0 




412,200 

0 

0 

Bv Iu\ fit- 








ments, Con 








Kols . 


95,000 ! 0 

0 

317,200 

0 

0 

To Invest- 1 








nientfi, India 








24 tier cent. 25,000 1 0 0 




342,200 

0 

0 

Ry Bank Preni- 








isoa. Cost of 








Freehold 


12,750 

0 

0 

.329,450 

0 

0 

By InMvt- 








ments, Co- ; 








lonial Bonds j 


160,000 

0 

0 

179,450 

0 

(I 

By Invest- , 








inonts, Rail- 

' 







way Debs 

1 

100, (HtO ,0)0 

79,460 

0 

0 

By Profit and 

1 







1 Boss, Bala- 1 





72,500 



i riea . 1 

1 

6,960 1 0 

0 

Oj 

0 

By Profit and ! 





1 



Loss, Di- ' 





1 

1 

1 


rectors’ Foes j 

! 

2,000 

0 

0 

70,500 

oi 

0 

By Profit and ' 





i 



. Loss, Income 





i 

1 

1 


Tax 1 


8G6 

0 

0 

89,635 1 

o’ 

oj 

; By Profit and * 

< 







, Loss, Sundry 1 






1 


Expenses . i 


1,468 

0 

0 

68,167 

jO 


By I^fit and 1 

' 






0| 

Loss, Rent, 








Taxes, etc. . ’ 


2,800 

0 

0 

65,867 

0 

oi 

By Cash at Call 

, 

808,000 

0 

0 



1 

To ,. „ „ 280,000 

olo 







„ Profit and 








' Loss, Inter- 

1 







est, Cash at 1 

; 







Call . 4,075 

0 0 







iBy Profit and 

i 







i liOss, Inter- 








1 im Dividend 

i ! 

7,500 

0 

0 




i To Capital Ac. 60,000 

( 1 

[7^ 




34,842 

0,0 

. 


’-i 


0 0 
12,083 o|o 

7,638 0;0 
15.168. 
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CASH AT CALL. 


1891. 


£ 

8. 

d. 

£ 

B. 

d. 

£ 

B. 

Jan. 1 

To Balance 

60,000 

0 

0 




60,000 

0 

Deo. 81 

„ Cash , 

308,000 

0 

0 




368,000 

0 

’» 

By „ . . 




230,000 

0 

0 

128 000 

(t 


INTEREST ON DEPOHITH. 



£ L 

d. 

£ 

8. 

d. 

£ 

iB.ld.l 

By ProOt and 

I 1 

1 





1 ! 

Lobb, Ao- 

1 






' 

oruod to date 

1 1 


7,600 

0 

0 

_ 


1 


JNTFltr.ST ON INVESTMENTS 


1H91. 

1 

£ 

h. Id. 

£ l«. Id 

D(m. 81 

To IToflt and ' 


I 

1 1 


Lorb, Ao 


I 

1 ! 


oruwl to (lnt( 

1 

d.OOO 

o'o 

1 


BANK I’UEMISES. 




d.| £ L. 

d. 

£ 

R |d.| £ 

To Cash, Cost 

I 

1 1 




of Freehold . j 

12,760 0 

!J 

01 1 


12,750 

olol 




REBATE ON BH.LS 


1891. 


£ 

8 Id. 

£ 1 

R. 

d. 

£ 

8. 

d. 

£ a 

Dm. 81 

By Profit and 


i 









Lom . 


J 

1,626 

0 

0 




1,626 1 



EXAMINATIONS IN BOOK-KEEPINU. 


15U 


PROFIT AND LOSS ACCOUNT. 


v.il. 



8. 

d. 

k 


d. 

* & 

8. !d. 

a 

s. 

, 1 

By Balance . 




4,658 

0 

0 




4,658 

0 

.ai 

„ Discount 
charged 




10,500 

0 

0 




15,158 

0 

" 

To Deposit In- 
terest paid . 
To Deposit In- 

6,000 

0 

0 







9,158 

0 


terest ac- 
onied . 

7,600 

0 

0 







1,658 

0 


Uv Interest on 













In\e8tment8 
Receiveil . 




4,500 

0 

0 




6,158 

0 


Bv Interest on 













Investments 
Aoi mod 




8,000 

0 

0 




9,158 

0 

" 

To Salaries . 
„ Directors’ 


0 

0 







2,208 

0 


Fees . 

2,000 

0 

0 







208 

0 

" 

To Income Tax 
By Loans and 

866 

0 

0 




657 

0 

0 




1 Overdrafts, 
Interest and 
Charges 




24,250 

0 

0 




28,598 

0 

„ 

1 To Sundry Ex- 













liensfH 

To Bent, Taxes 

1,468 

0 

0 







n,m 

0 


etc. 

2,800 

0 

0 







19,325 

0 

" 

1 By Interest on 
i Cash at Call 
To Rebate on 




4,975 

0 

0 




24,800 

0 


Bills Dis- 
i counted 

1,525 

oi 

o: 







22,775 

0 


j To Bad Debts . 

2,845 

0 

Oj 







20,480 

0 

„ 

„ Interim 










i 



Dividend 7^ 
per cent. 

i 7,500 

1 , 

0 


1 

1 .. 



i 


1 ! 

12,980! 

0 
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INSTITUTE OF BANKERS. 

Pkeliminaky Papek. 

April, 1909. 

Note.— Sei'fiM only out of the following Tern questions are to be 
attempted. The number of marks assigned to eiicb question is given 
in brackets at the end of the nMtme. 

(Time alloived - Two hours.) 

Definition and General Principles. 

1. — M. Rankin and W King decide to amalgamate their two 
businesses under the style or firm of Rankin A King. 

The firm decided to take over the following Assets and Liabilities 
at the figures stated : - 


I'toui M. ItHiikin 


liHnd Slid Hiuldiu){h 


. £10,000 

I'lHiit Htid Maoiiiner) . 


5,000 

Htof’kiu-TrRdt' 


8,000 

Work iu ProEifM 


1,000 

Dttlftors 



Csuh Ht Usnk 


. . 1,000 

Hillrt Uccciviible . 


•2,000 

lIlllH I'HVHblo 



Koservo (or DiKooiint on Debtors 


150 

CroditorH .... 


6.000 

.Mort^sgo Cu'ditur . 


8,000 

From W. Kinn. 



Stock-in-Tr«do 


. £6,000 

DebtorH 


10,(K10 

ChM) Ht llHIlk 


‘2,IH10 

Creditors .... 


5,000 


Make the opening Journal entries in respect of the above, post 
the same to ixidger Accounts, and prepaie Starting Balance Sheet of 
Rankin A King showing the lespective Capitals of M. Rankin and 
W. King in the new firm. (20 marks.) 

2. — What is the distinction between " Gross ” and “ Net ” Profit 
or Loss ; also lietweeu “ Account Sales ” and " Account Current ”. 
Set out an Account Current, inserting twelve amounts therein. (10 
marks.) 

3. — Enter the following transactions in the respective Bought and 
Sold Day Books, journal and Cash Book, and post to the L^ger ; 
balance the Ledger Accounts and prepare a trial balance 
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(a) Purchased fiom A. Bray A Co. 200 tons Pig Iron at 453. 
per ton, £450. 

(5) Sold \Vm. Smith A Co. 40 tons Pig Iron at 608. per ton, 

£ 120 . 

Pa d Carriage thei'eon, £10. 

(c) Sold F. Midlane 148 tons Pig Iron at IHs , £355 48. 

{(i) Received Cheque £118 from Wm. Smith A Son in payment 
of Pig Iron Discount allowed, £2 
(c) Receive<l from F Midlano C(ll||^on Account, £200. 

(/) Withdiew from Bankers £1(X), from which were paid 
Salaries £50, Rent £10, and £10 ad valued to Petty Cash. 
(ij) Accepte<l A Bray A Co.’s Bill foi £150 at three months 
(20 niaiks; 

1 —Explain the ter. ns — 

(n) Debit and, Cl edit 
(5) Assets and Liabilities 

(c) Revoniio Account and Profit and lioss Account. 

(</) Cash .\ccount and In ome and J'’jxpeuditure Account. 
(10 m uks) 

5 —(a) A. Biaiidt sells B. Spicer goods to ^ valno of £5(X) 

(5) A. Biaudt huv-^ from B. Spicer goods to the value of £3(K). 
(c) Brandt receives from B. Spicer Cash £250 

Show the above transactions as they would appear m 
{a) Brandt's Ij«lger. 

(5) B Spicer’s fx‘dger. (10 marks ) 

6. When an Invoice of a Purchase is received, how would iho 
accuntcy of the same, in large works, lie ascertained as to (piantities and 
prices, and what Signatuies would l)o required before the Book-kccjior 
would enter such Invoice in the Purchase Day Book. (10 marks ) 

7. Make out an Account Sales of 500 Bales of (/Otton from New 
Orleans per ss. “ Wilmslow ” consigned to M. Cook A Sons on (.iorn- 
mission by John Smytho A Co, 

Sold 250 Bales « 103,270 lbs. at 5d. per lb. to W. Holey. 

200 80.375 „ „ W. Boothe. 

Remainder Unsold. 

Charges paid by Consignee as follows .— 

Freight, £160. 

Insurance and Other Charges, £250. 

Commission on Sales, 2^ per cent. (10 marki^) 

8. — Explain the terms '* Bills Receivable,” “Bills Payable” and 

11 
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“ Bill of Exchange Rule a form of Bilk Receivable Book and enter 
particulars of two bills thereon Ojien Personal and Impersonal Ledgoi 
accounts in respect of the two bills and jwst the bills to such 
Accounts (16 marks) 

9. — How would you proceed to piepare a Profit and Loss Account 
and a Balance Sheet, and what nature of item would be inserted in 
each account respective!) ? 

10. — The following figures are all Iklance Sheet items from which 
prepaiu a Balance Sheet of thelTirm of Black & White at 31st Decemlier, 
1908. 


C. Illiuk Gapiliil 

. 15,000 

li Whitu Capitiil ArouuiU in lUbit 

£2,000 

Iiand and Huil<linx« 

. .J,000 

plant 

. 1,000 

Dulitora 

O.IMK) 

Stock of (loodn 

5,000 

UoHorx for Mad Debts (Cinlit Ibilancc) 

600 

(Imbtuis 

5,0lH) 

UiIIh Pavablo 

2,(X)0 

C. niaok Dra'Rin^s 

500 

b. Whito ,. 

Ooo 

D^^pnwnattnn of iluiiditiKH (Ciodit IIhIhuco) , 
Prortt - - 

500 

C. llliu'k I . . . . 

. l.4(M) 

h Win to J 

. 700 

2,100 

Ix)au from Dankors 

:j,ooo 

(15 inarkn.) 


Final Papku 

Double Entry Elucidation and Erplanation. 

1. — R. Synne was in business and decided to sell the goodwill to 
a Limited ('onipan\ 

A Limited Lonijiany was inoorporatod with a nominal Capital of 
£100,000, VIZ., 10,000 Shares of £10 each, of w-hich 5,000 Shart*s 
fully paid were issued to S. Synne m res^iect of the goodwill, and 3,000 
Shares were applied for and allotted to the general public 

These latter 3,000 Shares were payable as follows — 

£1 ()er Share on Application. 

£2 per Share on Allotment, let Octolier, 1908. 

£2 per Share First Call on Ist Decemlwr, 1908. 

£2 |M3r Share Second Call on Ut February, 1909. 

The Application and Allotment money, together with £5,000 in 
respect of the First Call and £1,000 in respect of the Seoond Call, 
received and paid into the Banking Account, the balance of the Ledger 
Account representing Calk unpaid Make the opening Journal and 
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Cash Book entries for the above tmiisaotions ami past the sjinie to tlu» 
Ledger. 

Prepare the First Balance Sheet of tl\e Company as at 2nd 
February, 1909, assuming there has lieen no Capital Fvpendilun) and 
that the whole of the money received remains at the Hankers. ( 2.) maiks.) 

2.“The following is the financial position of Uichanlson Piokford 
at 1st January, 1908 : - 


BALANCE SHEET. 


’ll. ri('.litor>- 
Oii Bills I’aytibli' , 
A Williiii,' . 

B (lloM'i 


SOO 

1,‘J50 

m 


I'd CtipilHl — 

C (' Hi'’liiir(lBon . I A.OAO 


(i, I’lckfurJ .|5,050;0 0 




H. il. 

ByCawh mI Bniil(*'ni| 

B\ Bilk U('(Vi\nb|p 
B\ DcbfoiH j 
\V. E. FowIp . i 1,*2(K) 0 j 0 
M SlMl j 0 1 0 

'i.dOO ! 0 i I) 


'i.oeoio 0 

7A0 loo 


Letw IU‘»D'rv« 
for DiHoount . . j 

By Htock of 
By I’Uiit utxl Ma- 
fhincry 

By La ml ami 
Bulbil (IKK . . ' 


I 

.wjo (»! 


1. '.IdII II 0 

' :i,iiiNi II 0 

2, (Hill (I I 0 

I lUlOoilHl) 

12.7iHI|U 0 


The following is a bummary of the Cash Hook for ilie twelve 
months ending 31st DocemlH-r, lUOS; — 


1)b. 


To Balance at Jan. 1, 190H 

£ 

2,000 

H. 

0 

d 

0 

To Beceipto from W. F. 




Fowlo . . . . 

7,850 

0 

0 

To Iloocipte from M. Pil- 




kington .... 

5,650 

0 

0 

To Bills Iteoeivable . 

4,5<K) 

1 

i 

1 

0 

0 

L 


20,000 j 

ojo 


By HalariPK 

By WaKfH .... 
By Bilk Payable 
By PaymcntH to A. WiIIimk 
B y PaynicnU to B. Glover 
By General Ollioe Exikdihi’h 
B y Drawl HKu.C. F. Hichanl- 
non ... . 

By Drawl HKH, G. Bickford . 
By Balance at Deo. 81, lk)S 


T .. d 

DiNl II 0 

7111 (I'O 
;i,i;i(i o'o 
I.MiVl 11 Ul 

•2,m 0 0 
•11)11 0|0 

' i 

7A0 0 0 
7.V> 0 0 
5,7rs);o 0 

2(),(KK)|0 0 


Post the whole of the al)Ove items to their respective Ledger 
Accounts 
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The following are the remaining transactions for the year ending 
Slst December, 1908, which enter in their respective Day Books or 
Journal and post to the Ledger Accounts : — 

I £ cl. 

PurohaseB from A. Willing 12,000 j 0 0 

PurohaBee from 13. Glover 8,000 } 0 0 

Discount allowed by A. Willing . . . 50 ! 0 0 

Bales to W, F. Powle 12,650 jo 0 

Bales to M. Pilkington 6,4.50 ; 0 0 

Discount allowed to W. F. Fowle . . . 100 ; 0 0 

Hills Receivable from W. F, Fowle . . 4,560 , 0 0 

Bills Payable accepted for A. Willing . , . 7,750 i 0 0 
Btock of goods at December .*31, 11)08 .j 8,500 0 0 

At December .'ll, 1908, write off Depreciation in Plant and Machiner)’ £200, 
and provide lleserveB for— - 

Land and IluildingR £150 

Discount on Debtom 100 

Take out a Trial Balance of the fjedger Balances and afterwards 
prepare a Profit and Ixiss Aooountand Balance Sheet at 31st December, 
1908. Divide the profit etpially Ixjt ween the two partners. (40 marks.) 

3. — .Journalise in tabular form the following sales, placing all the 
Impersonal items under their res{)ective separate accounts. 


W. Wills ft Co.-- 

For Gootls . 
Brokerage 
Insuranoo 
Freight . 

Other Charges 

W. Jones ft Co.— 

For GoodH . 
Commission . 
Freight . 
Charges 


Less Interest 


A. Boeden ft Co.— 

For Goods . 
Commission 


Lm Interest 


£ s. 


8|0 
12 I 0 

3 1 0 


1,000 0 
20 :o 
10 0 


1,035 . 0 
20 0 


1,016 0 


£ Is. 
500 0 
10 0 

610 0 
16 0 

496 0 


d. 

0 

0 

0 

0 

0 


a 

0 

0 

u 

0 

0 

fo 


d. 

0 

0 

0 

0 

0 


(10 marks.) 
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4.-— The following is the Trial Balance of Messrs. Jones A 
Colville at Slst December, 1908;— 


BillR Payable .... 

Land and Bnildiogs 

Work in Progress at December 31, 190.H 

Received on account of Work in Progn 

31, 1908 

Stock of Ooods at January 1, 1908 
F. Jones, Capital . 

0 Colville, Capital 
Plant and Machinery 
Bills Receivable 
Purchases 
Sales 
Wages . 

Salaries . 

Rates and Taxes 
General Office Expenses 
Partners’ Salaries . 

Furniture and Fixtures 
(’■ash at Bank . 

Discounts 
Creditors 


Deci'mber 


jE 

H. 

a. 

7,000 

0 

0 

3,500 

0 

0 

4,000 

0 

0 

5,000 

0 

0 

1,500 

0 

0 

1.3,000 

0 

0 

! :i.500 

0 

0 

570 

0 

0 

900 

0 

0 

; .VHl 

0 

0 

1 Hi'H) 

0 

0 

HOO 

0 

0 

1 9.30 


0 

, 5(H) 1 


0 


U 

700 


1,300 


10,000 

5,000 


92,000 


•10,9<H) 1 <» . 0 ; 40.300 1 0 1 0 


Stock of Goods at Slst Decoml)er, 1908, 111), 470 Prepnro Profit 
and rx)88 and Balance Sheet at dlst December, 1908, dividing tho 
profit two-thirds to F. Jones and one-third to G. (Jolvillo, but before divid- 
ing the profit write off 1 \ per cent. Depreciation from Plant and 
Machinery and create a Reserve of 5 per cent, in fjand and Buildings. 
(15 marks.) 

5.— A. McCall sold goods to M. Sogoin on 1st July, 1908, 
amounting to £200. With the invoice Mr. McCall sent Mr. Hegoin a 
bill for acceptance dated Ist July, 1908, for £200 at three months, 
which Mr. Segoin accepted. On 4th July Mr. McCall discounted the 
bill with his Bankers, receiving credit in his Pass Book for £200 and 
was charged £5 for Discount. On Ist October, 1908, Mr. McCall re- 
ceived from Mr. Segoin a cherjue for £105 representing £1(X) on ao- 
oount of the bill and £5 for Interest, and a further bill for £100 at throe 
months dated 1st October, 1908. Mr. McCall paid the cheque into the 
Bank but did not discount the bill. On 4th Ootol)er, 1908, Mr. McCall 
handed to Mr. 8^oin a cheque for £200 to meet the bill then due. 
On Isi January, 1909, Mr. MoCaii paid the bill for £100 into his 
banking aoooont for collection and this was duly met by Mr. Segoin. 
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Make the necessary entries in A. MoGall’s Journal and Gash Book, 
posting them into the Tjedger. (15 marks.) 

6. — Explain the meaning of the terms “ Fixed and Floating Assets,” 
also explain how you would arrive at the value to be placed upon the 
goodwill of a business for Balance Sheet purposes, (10 marks, ) 

7. *“At Slst Decemlier, 1908, the Balances as per Cash Book and 
Bank Pass J3ook are as follows 

Bank Overdraft as per Gash Book, £249. 

Gash at Bank as per Gash Book, £78. 

Explain the probable cause of the difference lietween the two 
books and make a Reconciliation Statement illustrating your answer. 
(6 marks.) 

8. — Should a liook-keeper in preparing a Balance Sheet of a trad- 
ing concern show as a liability Bills Receivable under Discount with 
the Bankers ; if so, show the entry you would make in the Balance 
Sheet. (5 marks.) 

9. — In the case of a manufacturer, which items of Income and 
Expenditure should be included in the Manufacturing Account, and 
which in the Profit and Ixiss Account? (5 marks.) 

10. — Explain what is meant by balancing on the Total System, 
and give spocimon entries in a Debtor’s Total Account. (5 marks.) 
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SPECIMEN OF TRADING ACCOUNTS. 



Coii<'Olidated Stock 



SPECIMEN OF TRADINGdlCCOUNTS. 
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vuil&blc for Dividend. Di recto i 
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SPECIMEN OF TELEGRAPH ACCOUNTS. 


Form 

TELEGKAPH 


REVENUE ACCOUNT. 



£ 

a. 

d. 

* 

8. d. 

To General Expeneee in London . 

7 909 

8 

8 


1 

„ General Expenses at Stations .... 

61,558 

14 

11 



Electrician’s Consulting Fee .... 

50 

0 

0 



„ Ueo ol Patents 

275 

0 

0 



„ Directors' Hemuneration . , • * • 

2,091 

15 

8 


1 

1 

„ Auditors’ Fees ....... 

100 

0 

0 



„ Staff Endowment Assurance .... 

652 

17 

1 


i 

„ Staff Pension Fund ... . . 

2,875 

9 

9 


! 

„ Expenses in connection with Negotiations, etc. 

1,491 

19 

0 


i 

„ Expenses attending Maintenance of Cables 

28,260 

If) 

6 


1 

{See Abstract C. page 188.) 






„ Maintenance Ships' IVscrvo Fund 

X5O0 

0 

0 




— 

— 

— 

108,660 

1 2 

„ Income Tax . ... 

5,630 

7 

8 



„ Interest and Sinking Fund on account of 5 per 






cent. Australian Suhsidv Delionturos . 

7,683 

12 

11 



„ Intcrestou 4 percent. Mortgage Debenture Stock 

6.400 

0, 0 



„ Removal of Hoad Olhee 

j 6,000 

O' 0 


' 

„ Donatiou towards ludiau Famiuo Fund . 

1 500 

0 

0 






- 

25,1141 Oi 7 





1.33,774 

li 9 

„ Balance 




179,452 

16| 2 




1 

313.226(17 11 

„ First Interim Dividend of lOOtl, 2 6 per Share 






paid Hth July, 1900 

31,250 

1 


0 



„ Second Interim Dividend of 1900, 2/6 per Share 

I 


1 



paid 16th October, 1900 ... . 

*31,250 


• 0 




1 


— 

62,500 

0| 0 

„ Provision for Dividend on Now Shares . 

1 

t 



120 o' 0 

„ Amount carried to General Basenre Fund 


1 

i 

100,000 o; 0 

„ Balance earned forward ..... 




16,832 

16 2 



1 

1 


|l79.452 16 2 



SPECIMEN OF TELEGRAPH ACCOUNTS. 


5 . 

rOOTANY. 

lUur-tEAR ENDED 30th Jone, 1900. 


m 


Cn. 


|{,v Message and other Receipts . • 

Tasmanian Cable Subsidy 
Tonquin . . 

Vieayas (Philippines) Cable Subsidy 
,, Transfer Foes 


£ 


d 

£ 

s. 

d. 




1104,226 

6 

4 

2.100 

0 

0 




4.505 

5 

7 




2,260 

0 

0 




5(> 

fi 

0 

9,001 

11 


1 

1 

i 

1 

1 






818,22fl 

17 

11 




179.462 

16 

i 

2 




170,469 

1« 

T 


Ralance 
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ABSTRACT 


8T\TKMKNT OK Oli^KllAt. 

IN LONDON. 


Balai ios . . . • , 

WagoH 

Ollice ExiMiimeH 
Ilont, Taxes, otr. . 
Stationery and Printing . 
PoHtngo. Hill and other 
Stamps 
Advoitising 
Logal Ex))i'nsoii 
Repairs and Konowali to 
FiirnitiiU), etc. 


Per Revenue Account 


ABSTRACTS 01 


ABSTRACT B. 


KXI*EN8K8 

8TA1EMENT OK GENERAL EXPEN6K8 
AT STATIONS. 

£ 

H. 

d. 


£ 

8. 

4,774 


11 

Salaries and Wages 

SR.hiT) 

2 

‘200 

6 

10 

Travolliug Expenses 

8.238 

8 

l.OOi 

8 

1 

Kent, Taxes, House Al- 



1)47 

18 

11 

lowanri'S 

9,823 

18 

420114 

1 

Eiqionsos of Electric 






Lighting 

609 

6 

174 

0 

8 

Provision and Ration Al- 



IK) 

7 

0 

lovvancos 

SCO 10 


1C 

10 

Maiulonance and Hi'. 


i 




ncwals of InstrnineiUs 



91 

8 

11 

A Electrical Apparatus 

1,060 

17' 




Expenses of L.vi.d Inncs 

119 

181 




Kupairs and Uonewals uf 


1 




Furniture, Fittings, etc. 

769 

3' 




Repairs to Buildings 


6 




Insurances 

477 

12 




Stationery and Printing . 

1,6.3 

7 




Ufhoo A* ^ies8age Postages 

267 

19 




Ofliceand Pi tty Expenses 

763 

19 




Mi^icul Attendance 

692 

1 




Service MessiAgea . 

178 

13 




Expenses of Port hen rno 






Sohoiil .... 

250 

0 




Foreign Agencica . 

186 

9 




Advertising 

3 

13' 




Mcasongers’ Uniforms . 

112 

8! 




Income Tax . 

100 

12 

L.. 



Guarantee ol Staff and 


i 




Bank Balances Abroad 

500 


1 7,003 

r* 

3 

Per Revenue Account ,01,658 

: i 
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UKVENUE ACCOUNT. 


ABSTRACT C. 


IXPEN8B8 AWKSniNO MAIirrk.NAN('K OK CABLES. 


Kxpesves of s.i, Sheraid Osbont 

,, ,, Recorder 

Cable Expended on Repairs, and Sundry KxpensoH of Statiuns 
after Deduoiing Value of Picked up Cable . . . ■ 

Insurance of Cable in Maintenance Ships and at Stations . 

Expenses of Cable I)cj)6t at Singapore 

Agreed Charge for Call of Great Northern Company’s s.s. Stor> 
Norditke and Charter for Repair of Cables In the China 
Reas . ....tt,*- 

Depreciation of Cable Stores . 


Per Bexenoe Account • 


& 1. d. 

•U8H 1« 4 
7.698 9 a 

4,492 8 10 

1,861 7 10 

4.202 9 9 


2,440 0 0 
8.470 7 1 7 

I 


28,260 jl6| 0 
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SPECIMEN OP TELEGRAPH ACCOUNTS. 


To Capital— 

250,000 Shares of £10 each 


paid in respect i 


,2,500,000 0 0 


-12,696,166 0 0 


„ 6 per cent. Australian Subsidy Dc- i 
ben tu res— j 

833 Oebontures of £100 each, as per last I 

Account j 

„ 4 per cent. Mortgage Dobonturo Stock . 


Premium received on Account of New 

Issue of Shares | 

Reserve Funds- 


38,300 0 0 
820,000 Oi 0 


2,918,466 0 0 


General 

Main ton an ce Ships 

Iniuraucu for Maintonanco Ships and 

Cables 

Fire Insurances. (luarantocH, eU’. . 
Dopreedation of Buildings and Cable 

Depot 

Removal of Head UlTicos 

Sinking Fund— Australian Subsidy De- 
bentures 

Traffic and other Credit BalanccH 
Debenture Interest Accrued and Unpaid 
Proprietors lor Dividends— 

Unolaimed Dividends . . . , 

First Interim Dividend of 2/6 per Share, 
paid 14th July, 1900 . . . . 

Seoond Interim Dividend of 2/6 per 
Share, paid I6th October, 1900 . 
Proviiion for Dividend on Now Shares 

, Revenue Account Balance (see page 132) . 


1,419,291 7 4 

33,800 0 0 
37,374 17 6 
5,148 6 8 


68,982 1 6 
16.a32;i0| 2 


4,542,074 j 9 2 


GENERAL RESERVE 


£ e. d. 

Tu Partial Renewal of Tasmaaia-Viotoria Duplicate Cable . 13,289 6 7 

„ Balanoe oarried down 1,065,772 4 11 
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SHEET. 


Ciu 


i £ 8. 1 a. 

By Capital Expenditure — I 

As per last Account .... 2.744,407 18 1 8 
Add Expenditure New Buildings, etc., I 
les$ cost of house sold at Singapore 1,995 3 { 7 

„ Expenditure to date on Cape-Australia I 

C able j 

„ Investments on Account of Reserve Funds 

Trustees for 5 per cent. Australian Sub- j 

sidy Debentures ' 

.. Spare Cable and other Stores . 

.. Traffic and other Debit Balances . 1 

Bills Receivable ... i 

,, Remittances in Transit ... 

,, Cash at Bankers and in baud . 



d. 


3 

10 

3 

0 

1 

I 

0 

I) 



£ 

t. 

d. 

By Balance at 81st December, 1899 ..... 

967.f>81 

9 

2 

„ Interest received daring Half-year 

11,480 

1 

4 

„ Amount transforred twm Bevwae Account t 

100,000 

0 

0 


1,079,011 

10 

6 

Balance as per Balance Sheet 

1,066,772 

4 

! 

11 


12 



MINING COMPANY. 
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SPECIMEN OF MINING ACCOUNTS. 



Cyanide Treatment 
Cablegrema 
Reserve Fund 



REVENUK ACCOUNT \coniit\u»tl) 


SPECIMEN OF MINING ACCOUNTS. 
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•ri 





I 



O w w cc ' j* ““o « ri <5 66 — oijr lA j 

i-yfJdTC'S* I ~ f J ^ i ',4 ’• 'j ^ * I 

7 ' 8|5;F's23iisgs3j5i|r;5i38 



K^.si; 



latH Fshroabt to l^TH AcoT»T. 1900— {eofiA'iwtai). 
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SPECIMEN OF MINING ACCOUNTS. 




BALANCE SUES'!'. 


SPECIMEN OF MINING ACCOUNTS. 
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ABBREVIATIONS. 


ABBREVIATIONS. 


a/o Account. 

(q^ at. 

A/H Account Salce. 

B/B Bill Books. 

B/L Bill of liadinti?. 

B/P Bill Payable. 

B/R Bill Receivable. 

B/S Bill of Hale, 

c/a Capital Account. 

C/B Cash Book. 

C/d Cum dividend. 

C I.V. (JoHt, inHurance and freight, 

c/o Care of. 

Co. Company. 

C.O.D. Cash on Delivery 
n/B Day Book, 

do. ditto. 

Div. Dividend, 

d/d Days after date, 

d/s Days after si^ht. 

$ Dollars. 

E.E. Errors excepted 

E. A O.E. Errors ainl omissions exerpted. 

ex. Example , or out of, as ex B.8 Carpatliia. 

f.^.a. Poreinn Oeneral Average 

f.o.b. Elec on board, 

' f.o.r. Free on rail, 

f.p.a. Free of particular avertige. 

lOlJ I owe} on. 

l.B. Inyoioe Book. 

Inst. Instant or preeent niontli. 

J.a. doint Account. 

J.f. Journal Folio. 

Ii/C Bettor of Credit. 

lid. liimited. 

m/d Months after date 

N. A No advieo—wiitten on Bills when unpaid. 

N.B. Nota Bene, take notice. 

I No orrU'i-s. Not suftkient— written on Bills and Cheques when unpaid. 

0/a On aocount of. 

Per cent 

P.CJi, Petty Cash Book, 

p pro } procurationem, by authority of. 

pro tom Pro tempore— for the time. 

Prox. Proximo or next month 

Hales Book. 

T/B Trial Balance. 

T/T Telegraphic Tnuister. 

Ult. Ultimo or last month. 

X.d. Exdhidcnd. 



CllAPTKU XX. 


GLOSSAKY. 

Account {AJc ). — A sUitement showing tho jiosition with rcgiird to 
money or goods lotweon tirmsor individuiilH. A banking uecount is a 
similar account lietween Imnkor and customer showing tho amount of 
money owing to or -from such persons. 

Accouu' Current . — .\ statement showing tho particulars of transac- 
tions wliich have lieen carried on for a certain detinito period. 

Tho Current Account of a customer with a liank shows tho pay- 
ments and K'ceipts of money and is a copy of tho Ixslgor Aocount. 

Account P<n/ce . — These words are sometimes written across a 
elieijue. and signify that tlie proceed.^ are to he crt^litod to tho account 
of the person named as payee. Tho words havts no statutory mean- 
ing and the negotiability of a clie<pie is in no way limiUHl 

Account Sales (J/aj. -Tlie total amount of goods sold which are 
journalisetl at once or debited j>eno<lically 

Account, Su.spensc - ~Au account ojiem'id m the licdger for the 
pur}K)se of dealing with transactions which cannot Is; projMjrly dchite<l 
or credited to the correct account without further paiticulars 

Ad valorem. — \ I.rfitin phrase meaning according to value A 
customer's ad valorem duty is a percentage clmrged ujion the value of 
goods but not upon their weight or (juantity. An ad valorem Stamp 
Duty is the amount jmyalile u[)on Bills of Exchange or other documents 
which require stamping accoiding to the amount staterl. 

Advances . — A teim used by Banks for fjoans or Overdrafts gnvntod 
to customers either against sccuniies or as an unsecured loan. 

An instruction sent by one person to another usually by 
letter. For example, an advice sent by one Bank or merchant to 
another informing him of Drafts or Bills drawn, with full particulars ae 
to amounts, dates, and to whom payable. The document sent is 
usually known as a Letter of Advice and gives the necessary particulars 
in order to avoid mistakes. 

(1H.3) 
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After Date.— A term written upon a Bill of Exchange, after the 
period of time, from the drawing of a bill to the date of payment. 

After Sight . — A term used in connection with Bills of Exchange. 
Such bills must be presented to the diawee for acceptance. The ac- 
ceptor must insert the date of his acceptance, u(X)n an after sight bill 
in order that the holder may know when the bill is payable. 

Allonge.~A slip of paper attached to a cheque or Bill of Exchange 
for the purpose of providing space for additional indorsements. As it 
forms a part of the original document it requires no stamp. Some of 
the foreign codes require that the first indorsement on the allonge shall 
commence on the bill itself and end on the allonge as a protection 
against the allonge being detached 

Allotment.— y^hen a now company comes into existence the 
directors make a distribution of shares or debentures amongst the 
applicants for the same, and such distribution is known as an allot- 
ment. No allotment can be made unless the provisions of the Com- 
panies Acts are strictly complied with. 

Amortmtion.—Thc reduction of a debt by means of a sinking 
fund. 

Annuity.~T\w amount paid at specified periods during the life 
of any person or in iK.‘rpotuiiy. 

Ante-dtUe . — The date earlier than the real date 

Arrangementa, De^ul of. - A deed conveying property to a trustee or 
trustees for the payment pio rata of the debts owing by an insolvent 
debtor. The object of tlu' deed is to pix*vent the publicity and expense 
of l^ankruptcy proceedings. The deed must l)e registered and is charge- 
able with au ad valotcm stamp duty of £l per £1,000 or fmetion 
thereof, with a maximum of £5 payable upon the value of the property 
passing or the amount of composition to be paid. 

o/ .Issociafion.— The rules and I'egulations under which 
the business of a Limited Company is cairied on. The {lowers of the 
Directors ore sot forth in this document. The articles are governed 
by the Memorandum of Association which defines the purposes for 
which the Company is formed. The articles cannot be altered except 
by a special resolution of the shareholders, and a Company cannot 
contract itself out of its power to make alteiutions. When a Company 
opens an account with a Bank it is necessaiy for the Company to 
produce the Articles of Association together with the Memorandum of 
Association and the Certificate of Incorporation. In some cases the 
Certificate to commence business is requii-ed. 
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-The property, of whatever kind, including moneys, belong- 
ing to a firm or individual. The assets of a Bank consist of Cash, 
Money at Call, Investments, Securities held against Ixjans, Bills Dis- 
counted and Real and Leasehold Property. 

At Sight.—Bills of Exchange are sometimes drawn at sight, and 
when so drawn are payable on demand, no days of grace being 
allowed. 

Audit . — An examination of the accounts of a firm or individual 
for the object of ascertaining whether the sUitements as entered in the 
l)Ook8 of the firm or the individual are correct. In a Bank there is a 
continual audit of Cash and Bank Notes, as well as of Bills of Kxohange 
and Securities which are held on behalf of the Bank or its customers. 
The half-yearly audit is certified by an Auditor who in accoidanco with 
the Companies Act of 1900 is a recognised officer of the Company. lie 
has the right of access at all times to the liooks and accounts and 
vouchers of the Company, and the Directors and other olficeis aie 
bound to supply such information as may bo re<]uiietl by him. The 
Auditor signs the Balance Sheet stating that his riHpiiremonts have 
been complied with, and that in his opinion it is projierly drawn up i^) 
as to exhibit a true and correct view of the state of the (ompfiny's 
affairs as shown by their lx>oks. The m()ort is lead before the (otu- 
pany in General Meeting. 

Balance . — The difference between the debit and cmlit side of the 
account is called the balance or the amount required to make the 
debtor and creditor sides of an account etpial. 

The difference Ixitween the assets and liabilities m the wwkly 
report of the Bank of England is called the “rest” and loprescnts the 
undivided Profits and Reserve Fund. 

Balance Statement . — An account showing in detail the whole of 
,the assets and liabilities of a firm or Bank. It is usual to prepare this 
statement in a definite manner; the assets are set forth according 
to their realisable value which is designated marshalling the assets. 
In the same manner the liabilities are stated in a uniform manner, the 
Shareholders' Capital being stated first. 

The statement also includes the Profit and IjOss Account. 

BjW of Entry. —A written account of goods imported or exfiortcd 
which pass through the Custom House. 

Bill of Exchange.— An unconditional order in writing addressed 
by one person to another signed by the person giving it refjuiring the 
person to whom it is addressed to pay on demand or at a fixed or 
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determinate future time a sum certain in money to or to the order of a 
specified person or to bearer. 

Bills Payable . — A term applied to Bills of Exchange which form 
part of the liabilities of a firm or individual. Such documents are 
usually accej)ted by the drawee who becomes liable for the payment of 
the same at maturity. 

Bills Receivable . — A terra applied to Bills of Exchange which are 
held by a firm or individual and form part of the assets since the 
holder expects to receive payment of the same at maturity. 

Book hehts . — All debts owing to or from a merchant as stated in 
the books. 

Broker. A Mercantile Agent who is employed to buy or sell 
goods or merchandise. Ho must act strictly in accordance with the 
instructions given him or else he foifeits his right to remuneiation. 

Brokerage .- commission payable to a broker for bis services. 

Call. -A term used to express an instalment of the Capital of n 
Joint Stock Company which a shareholder is calleil upon to pay in 
accordance with the tiMins upon which shares or stock were issued, 

('<ill Money. Tlu' surplus assets of Banks which is lent to liill 
brokers at an agreed ial«' of interest and repayable on di'mand. 

Capital Account.- -An account opened in the Ix*dger for showing 
the amount of (’apital iinested in a business and may l>e descrilied as 
the surplus assets over the liabilities. In a Bank it would represimt 
the Shareholders’ Capital. 

Cii.s'c of AVrd.—This statement is sometimes placed on a Bill of 
Mxchange giving tlie name of a person who w’lll guamntee payment 
for the honour of the drawer or one of the indorsers in cas<3 the bill is 
not paid at maturity. The usual form is. “ In case of need apply to 
A. B." If a jierson accepts a bill under such circumstances he l>ecoine 3 
the acceptor for honour, and if j>aid by him the payer for honour. 

Ca.'Ai Account — A statement wdth particulai's showing the amounts 
paid in or drawn out from a Bank. 

Cash Credit . — A criHlit granted l>y a Bank on security Iwing given, 
either [Msrsonally or on the guarantee of another person. By such 
means a customer is allowed to ovei-draw his account within certain 
limits. 

Cheque.— A Bill of Exchange drawn on a lianker pa}-al)le on de- 
mand. 

Cm/i/.— The right-hand side of an account, which is a record of 
amounts received from the ^irer. Thus if goods are sold by F. Jones 
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to W. Smith, the former is debitetl and the latter is credited. In a 
Hank the term is used to express the amount paid into a Bank for a 
customer’s credit. The term may also l)e used to represent the finan- 
cial position of any person who is said to be of good cretlit. 

Credit Note —A note sent to a |)er8on stating that his account has 
I'con credited with the amount (|Uotcd. It is usually given wlien goixls 
lire returned or an allowance is made from the next account of pur- 
chases. 

Current Account . — .\ term used hy Banks to designate the dmwing 
account of a customer, showing the receipts and payments. 

Debit . — The receiver of anything, either in the shape of goods or 
money, is called the debtor. The left hand of an account is designated 
the debit side 

Deposit Account.- -The amount lodgisl with a Bank at a tixivl 
or fluctuating rate of interest. In Txindon the rate is dejKmdent 
upon the Bunk of Knglund rate of discount and is usually 1^ jK'r cent 
lielow the oflicial quotation. These accounts are kept (piite distinct 
fiom the Current Accounts. 

A Deposit lieceipl is given to tlie depositor stating the terms under 
which the deposit is receivisl 

Dcpiecialion Account - A term applied to an amount mM aside to 
cover the loss in the value of Stock. Mich as buildings, machinery ami 
plant, which have deprecialisl in consequence of wear and tear In 
Bank accounts the fall in the value of Stocks and Shari's must lie taken 
into account by writing down the \alue t<* curient prices 

Discount . — The dilt’eience Ixjtweena sum of money due at a future 
period and its present value, or the detluction that is made from the 
amount of a debt which is paid liefore it k'comcs due Bankers de- 
duct interest from bills which are discounted and not true dis- 
count. 

Dividend . — The profits of a Company which are dividisl amongst 
the shareholders of a Conipany. The term is also used when a return 
is made to creditors from a liankrupt’s estate. 

Docket . — To indorse letters or other documents with a summary 
of the contents. In the case of letters only the name of the corre- 
spondent and the date is indoi^sed. A tcim also apiilied in Banks to 
fonns used by cashiers for re<y>rding particulars of credits and debits 
which are posted in the Ijedgers. ' 

Documentary Bills . — Bills of Exchange which have various docu- 
ments, such as Bills of f^ading, Invoices and Policies of Insurance, 
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attached to the same. It is not customary to deliver up such docu- 
motits until acceptance or payment at maturity. 

Documentary Credit.’— A credit which is opened at a Bank on 
condition that certain securities are deposited as cover for the amount 
of the credit. 

Domiciled Bill . — A Bill of Exchange which is not payable at the 
place of business of the drawee or acceptor, hut with another firm 
stated on the bill. 

Double Entry.— A term applied in book-keeping to a system of 
accounts which is based upon two entries for every transaction. 

Draft.— A term usually applied to Bills of Exchange, but it is 
sometimes also used to designate cheques drawn upon a Bank, 

Drawee . — The i)erson iqwn whom a Ihll of Exchange is drawn 
— a drawee does not incur any liability upon a bill until he accepts the 
same, when he liecomes the acceptor. 

Drawer . — The jiorson or firm who draws a Bill of Exchange or 
cheque. 'Tlie drawer of a bill engages that on duo presentment it 
shall Ih) accepted, and also that it will Ix) paid at maturity, and that if 
it is dishonoured he will compensate the holder or any indorser who is 
comjiollod to pay it provided that the roijuisile pioceedings on dishonour 
have boon duly taken. 

D.E., E. d O.E. Errors Exw'ptod, Errors and Omissions Ex- 
cepted. — Those letters aro sometimes written on invoices and accounts 
so that if any errors or omissions lio afterwards discovered the invoice 
may bo conxictod. 

Extend.— \ teini applied to accounts whore tho totals of money 
arc extended into another column. 

Fired Asi^ets.—A term applied to that portion of property which 
is of a fixed character, such as Machinery, Trade Fittings, Business 
Premises. • 

Floatifi’j As.<iets.—\ term applietl to that portion of property which 
is more of a liquid character, such as Stock in Trade, Book Debts, 
Money and Securities. 

Folw . — The jrnge of a liook— two pages of a Cash Book with 
receipts and payments form one folio. 

Freight . — Charges made for carrying goods by water, or the cargo 
of a ship. 

Goodwill . — The value of a business as a going concern over and 
above the capital invested in the same. It is usual to set aside a por- 
tion of the profits annually in order to extinguish this asset. 
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Gross Profits.-'k term applied to the whole of the prohts of a 
husiness before the expenses of management are taken into account. 

Guarantee.— k contract whereby one person underU\kea to be 
answerable for the payment of a debt or the performance of some act 
on the part of a third person who must be lK)und to pjvy the debt or 
l>erform the act. The guarantor is only liable on the failure of the 
debtor to carry out his agreement. The guarantee must bear a six- 
penny stamp, as it is an agreement under hand. 

Ihjpthecatim.—kn act whereby property of any description is 
pledged or mortgaged. The term fjettera of Hypothecation is used in 
Banks to designate documents of a varie<.l character which pledge 
securities for the repayment of loans. 

Impersonal AccoKut^.— Accounts which arc of nn impersonal 
nature, such as Charges, Salaries, Bills sent for Collection, Suspense, 
Profit and rx)ss. 

Such accounts are sometimes kept in a separate I/(vlger. 

Imprest Sf/stem.— This system applies to the mctho<l of keeping 
the Cash Book by which Petty Cash is debited a s[)ocifiod sunj, the 
amount 8ubse<juently exi>ended Ijoing obtainetl by debiting the various 
Tiedger Accounts. 

Income, dccoun/.— An account which is a record of the income 
derived from the profits of a business or of investments. 

Indemnity.— k contract for the purpose of insuring against losses 
which may arise in consequence of fire or accidents of at)y description. 

A letter of indemnity is sometimes required by Bartks whett 
cheques arc guaranteed in consequence of irregularities in indorsements 
or some other defects. 

Indorse.— To sign on the back of any Cheque, Bill of Kxchange 
or other document the name of the payee or the i)er8on named therein, 
the effect being to assign or give a receipt in accordance with the terms 
of the instniment. The person who indorses such a document is 
known as the indorser. The indorsement mu.st be writteen by, or by the 
authority of the payee. 

Inland Bill.—k Bill of Exchange drawn and payable within the 
United Kingdom or drawn within the United Kingdom upon some 
p3r8on rwident therein. For the purpose of being stamped as an Inland 
Bill it must be drawn or expressed to be payable or actually jiaid or 
indorsed or in any manner negotiated in the United Kingdom. 

lHiolvent.—k term applied to firms or individuals who are unable 
to pay their debts as they fall due in tlie ordinary course of trade or 
business. 
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Imurance . — A contract by which insurance offices agree to make 
good to the party insuring any losses sustained through fire or other 
accidents. 

InlereM.—k charge made by the lender of Capital to the borrower. 
The partners in a firm are entitled to interest on the amount of Capital 
invesUxl in a business. It is wUculated at so much per cent, per annum 

In the case of Banks interest is charged on advances either in the 
sliape of loans or diHcounts , such assets jcpiesorit the investments of 
the deiKJsitors' money. 

Interim Dividend —k dividend declared before the whole of the 
profits can be ascertained. Instead of debiting pr-ofit and loss for the 
amount, a Susjrenso Account might show the transaction until the final 
Iralanco statement is prepared. It is u.sual to provide for tliis con- 
tingency in the Articles of Association, and at the next general ordinary 
meeting the sliareholihus are asked to conliim the payment Irefore the 
declai'ation of a furthei dividend. 

In Tnui'^itn. k Latin term signifying in course of transmission 
or on the waj 

InvC'^tvu’nl. — The amount of (apital expendwl in the purchast* of 
shaix's, house's, land or jiroperty of any kind upon which a return is 
expected m the shape of intere-.t or profit. In the case of Banks the in- 
vestments held are mor'e than the Siiare (’apital, the excess I'epreseniing 
jiart of the deposits. 

lnvoice.~-k statement giving full paiticulars of the {uice. desciip- 
tion and quality of goods sold or consigneil. It is usual to attach the 
invoice together with other documents to Bills of K\change when goods 
are either exporUal oi impoiUHl. 

I.O.l . .\n ackiiowliHlgment of debt, iieing an ahhrevialion of 
" I owe you, ” and is meiely a uiemonindum of a debt, and the produc- 
tion of (ho same is evidence of an account lxstwtx.ni pailioa. It is not 
negotiable and does not tequirc a stamp. 

Joint JaMrm/.~An account which is opened in the names of two 
or more persons for any sirecified pur^rose ; the authority of all the 
IMU'sons is retjuired lx)foi“o dervling with same. 

i/tiMrrid/.— This liook is ustxl for the puiqwso of showing the totals 
of all transactions in a convenient manner for entry in the Ijedger. It 
may also be utilised for original records of items which are not entered 
in Cash Books, Bill Books, etc., such as transfers from one account 
to another or transactions between jiartners in a firm. 

The General Cash Book or Day Book in a Bank is utilised for such 
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entries; a Journal being also kept for the purjwse of roconling all 
securities deposited for safe custody or ogjtinst loan. 

Led(jer . — The principal lx)ok of account in which all tntnsactions 
are classified and arranged so that all accounts whether j>er8onal or 
impersonal appetir either as debtor or creditor. In a Hank a complete 
statement of its financial j>osition can obtained ftoin the General 
Ledger. When entries are made fiom other books it is calknl " posting “ 
the Ijcdger. 

Letter of Credit . — A re<iuest by a Hank or other person to a 
conespondent abroad authorising the latter to pay the holder an 
equivalent amount not excoHnling the sum mentioned in the cnnlit 
against his Di-afts upon the Hank A Circular I Alt ter of (bwlit is a 
'similar document addressed to all the correspondents of the Hank ro* 
questing them to pay the holder any sums re<piired less charges, but 
not exceeding the amount stated which must l>e (>ndorsi*d on the crixht 
by the correspondent who is re-imbur.setl by Drafts dtawn by liim 
upon the Hank. 

Luihilitie'<. .\11 debts owing or which may 1 hi owing by a firm or 
individual are termed liabilities fn the ca.se of a Hank the liahihiieH 
are Shareholders’ Capital, the Reserve Hiind, tlu' ainouni due to de- 
jiositors, Acceptances, etc 

lamited Lmhility . — .\ teim which nvans that the Hhaieholdeis of 
a limited com. an\ are only liable for the amount of their share capital 
which may lie full) or partly paid 

Liqiiui AsseU. .\ term apfilied to assets which are without 
difficulty convertrxl into cash In the case of a Hank the lujuid assets 
would consist of Casli in hand, Money at (.'all, Gash at the Hank of 
England, Government and other Securities which ciiii easily Imj sold in 
the market, and also short dated hills of a first-class chaiacter. 

Liquidation.- '^hc reahs-ation of the assirls of a firm or company 
or individual and the payment of the same to the creditors. 

Marginal Credit.— document authorising the addressee to place 
a certain amount at the disjiosa] of the holder who must follow the 
instructions given in the margin. 

Marshalling Assets . — A term applied to the methofi of placing 
the assets according to their liquid character. The assets of a Hank 
aro marshalled as follows ; Cash in hand, Cash at the Hank of Elngland, 
Money at Call, Government and other Securities, Hills of Kxchaoge, 
Loans and Hank Premises. 

Net.—The amount remaining after all deductions for expensea, 
discounts or other charges. 
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Net Cash . — A term applied to a bill for goods to be paid without 
any allowance or discount. 

Net Proceeds.— T \\q amount remaining after all charges, expenses 
and commission have been deducted. 

Not NegotMhle.—Tha^e words are sometimes used in connection 
with the crossing of a cheque as a protection in case a cheque is lost or 
stolen for the purpose of limiting the rights of a holder to deal with it. 
The Bills of Exchange Act states : " Where a person takes a crossed 
cheque which bears on it the words not negotiable he shall not have 
and shall not be capable of giving a better title to the cheque than that 
which the person from whom he took it had ”. 

Open Account . — An account which has not lx3en settled. 

OutslaruiuKj Accounts.— K(xo\\ni% which apj)ear in the Ledger 
which have not been paid. 

Overdrajl.—k term ufiod by llanks for the advances to customers 
who are allowed to overdraw their Current Accounts. 

Pass Hook or Bank Book . — A book supplied by Banks to their 
customers which gives a copy of the Ijedger Account^of receipts and 
payments. 

Payee . — A iwrson to whom or to whoso order the amount 
specified in a Bill of Exchange or cheque is payable. 

Payimyin Slip.—k form supplied by Banks to their customers 
for the puiqwse of giving particulars of coin, bank-notes, cheques, etc., 
paid in for their ortxlit. 

Personalty.— A term used to express all property, such as money, 
goods, debts, furniture, other chattels and leasehold interests in lands. 

Plant . — All fixtiu-es, tools, machinery, implements or other re- 
quisites necessary to carr}' on a business. 

Postituj . — A term used to express the copying of entries from the 
Journal or other books or Vouchers into the Ledger. 

. Profit and TjOss. — The losses and gains of any oorameroial under- 
taking. The not gains derived from a Company’s trading after making 
provision for a Reserve Fund, bad and doubtful debts and other accounts 
for which it is necessary to have a reser\'e, are divided amongst the share- 
holders iit the shape of a dividend which must be earned and not taken 
from Capital. In stating a Profit and Loss Account it is usual to 
state the profit on the right or creditor side and the loss on the left or 
debtor side. 

Pro Fomd.—k% a matter of form. Pro Formd documents are 
usually drawn up in a prescribed form aooording to the usage of trade 
custom. 
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Promissory Note . — An unconditional oixler in writing made by 
one person to another signed by the maker engaging to jmy on demand 
or at a fixed or determinable 111101*6 time a cei*tain sum in money to or 
to the oi*der of a specified person or to lieartM*. 

Protest . — A formal certificate drawn up by a notary to attest 
some fact such as the dishonour of a Bill of Bxcbange. A written 
declaration sworn to by the master of a vesstil setting forth the cause 
of and circumstance attending damage to the vessel or «irgo. 

Pro.ty . — A document which ap|>ointsone [lerson to act for another. 

liebate . — An allowance of discount made on rt*tiring a Bill of 
Exchange. The rate of intei-est varies, but in lx)ndon U is k jier 
cent, above the deposit rate allowtsl by Banks. Itelxite is shown in the 
half-yearly accounts of a Bank, Ixung the diso.ount leceivisl on Bills of 
Exchange not matuixsl. This can lie ascoitainwl by taking the average 
rate of discount during the preceding six months, or the actual amount 
of interest received on bills discounted can lie taken into account, 
Some Banks always calculate Reliate at fi jier cent. 

liemittance.--A term used foi ca.sh articles sent by coriespondents 
for collection, such as bank-notes, chapies and drafts. 

Heserve Fund . — A portion of the profits of a linn 01 individual 
set aside to meet contingencies which may aiise, such as bad debts or 
other [lossible losses. The Reserve Fund of a Bank is usuitll) invested 
in first-class marketable securities. 

Retire a Rill. — To take up a bill liefoie maturity; when thiv 
takes place the jierson who wishes to retire the bill usually receives 
interest fiom the day when it is taken up to the dale of maturity. 

Returns . — This term is used at the ('learing House for all chtsjucs 
or bills which after being presented through the Cleanng House are 
returned unpaiil. The term is also used in connection with the weekly, 
monthly or half-yearly statements sent by Branches to the Hood 
Office. 

Revenue Account. - The Profit and Loss Account of a Limited 
Company is so designated and such account liears all the cos^ repairs 
and renewals. As a rule expenditure which does not inCTmse the 
profits should be charged to revenue, whilst Capital which adds to 
the value of the undertaking can be debited to Capital Account. 

So/coys.— Compensation allowed to persons by whose exertions a 
vessel and cargo aie saved from danger or loss. The term also ex- 
presses the amount of goods recovered from fire or shipwreck. 

Schedule.'- -A formal list or inventory prepared for legal or 
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business purposes. It must have the titles and descriptions expressly 
given and be properly attested. 

^Shipping Documenlu. — Various papers attached to Bills of Ex- 
change sent for collection, which usually include the invoice of the goods 
shipped, the insumnce policy, and a complete set of Bills of Lading. 

SJiorl /yi/L.— This term is used to express Bills of Exchange 
payable within a short jxjriod of time and left for the purpose of col- 
lection at maturity. 

Sinking Fund . — A ceitain amount srjt aside foi the purpose of the 
mlemption of debt or for the repayment of money which has Ixjen 
Iwrrowed by a Govern tneiit, GorjK)ration, Firm or Company. Ix)sse8 
are sometimes provided for by siitting aside a portion of the profits so 
as to form a sinking fund. 

Solvent . — A firm or individual which has sufficient assets to meet 
its liabilities is said to lie solvent. 

Standing Order . — A rerjiiest of a customer of a Bank to make 
certain periiMlicjvl payments, such as Fire and Life Tnsuiance Pieiniums. 

Statement of Account.- :\ periodical account giving partculars 
of goods supplied by one firm to another. In a Bank statements of 
account are sent at statcnl intervals to foreign and other correspon- 
dents. 

»S7ocil-.— Raw Makuial used for tlie purpose of manufacture. 
Goods in store or on sale- the (!apital of a ( ompany which has lieeu 
subscrilied by sharehoUhns — tlie delit of a (lovernmont or Munici- 
pality on which interest is paid. 

Stock in Trade . — Goorlsor merchandise which a firm holds. The 
term also includes littingH, furniture, Uxds or other appliances retjuired 
for a commercial undertaking. The slock in hand should not exceed 
an amount e<]ual to aliout eigiiteen months' turnover. 

Stock-taking.— i\ iwriodical valuation of all stock in tnide wliich 
is I'equired in older to pre|>are the Profit and Ix)S3 Account and a 
Balance Sheet. 

Storage . — A charge is usually made for storage when goods are 
deposited in a wamhouse, or in any other phice for safe custody. 

Suspense Account . — An Impersonal Account oj)ened in the Lodger 
for the purpose of debiting or crediting amounts which cannot be 
carried to the correct account until further particulars are received. 
Charges are deducted from bills or cheques sent for collection by 
means of crediting the proceeds to a Suspense Account. 

Tale Quale.— This term means according to sample, and refers to 
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the cargo of a ship which is held to In? the same a.s the simiple, the 
buyer taking the risk of any damage that may homifier aiisc* willi the 
cargo. 

Tare.—\n allo\Nance imule to the purchas«M by deducting from 
the gross weight of the goods the weight of tiie ease, liag or chest in 
which the goods are packed. 

Trcuk Discount customary allowance in the shape of inter- 
est which the manufactuivr deducts fiom his pi ices and allows to the 
retail dealer. 

Usance.— \ certain peiuxl of time allowed In custom foi tho 
currency of Bills of Kxchange In'tween \anous countiies. 

Value in .l(r()»;i/.-~\Vhen a Bill of I'Achange is diawii with these 
words it means that tlieii* is an account existing between the diawer ^ 
and diawee and that tlie Bill lepiesenls pa\ment on account. 

Value Jieecived -These woids aie iisetl on a Bill of I'Achange to 
indicate that the d in wee who iHiCoines the acci'ptor hasrtcenid con- 
sidenilion fiorii the dmwer. Such woids aie, however, not necessaiy 
since considemiioii »s alwa\s jiresiimed. 

Voucher.— A\i\ statement m W'litmg which selves to attest a 
coHaiii act, such as the pavmenl of monev. (.'hetpies and eiedit (oinn 
are known as vouchers 

Warrant -A leccipt for goods deposited m a waiehous<<, tians- 
ferahle In indoisemeiit. This document leipnies a thiei |M-nn\ stamp 
The term is also used m connection with eeitilieates issued by a 
Conipau) to lepicM'iU the numiei of shares held hv the shareholder. 

Ilmv/c Honk. * A hook us<*d for the piiijx)M> of recording purchaseH 
or sales of goods Isdoie entrv m the .louinal. 'Fhe Waste Book of a 
Bank i.s utilisiid for tlic sulHlivision of the various cash articles, stich aa 
coin, notes, cheques, etc., paid in foi a ciiHlomers credit. 

WindiHij up.- A term apjdied to pioceeilmgs which take place 
when a .lomt Stock Companv ceases to exist ; the creditors Ixang lirst 
paid and the balance of assrds, if any, divided amongst the share- 
holders. 

IBri/c 0/.— When various accounts in the Ix-dgei are cioscxl any 
differeua* which represents a loss is transfen ed to Biscount and 
.Vllowance Account or to Bad Debts Account. The same process is 
adopted when the book value of Goods Account is i educed and the 
amount written off transferred to Profit an<l fiOHs. 
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